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PREFACE 


The lectures now published represent the second of a 
group of three studies in which an attempt has been made to 
interpret the material contained in the sociological literature of 
ancient India. The political implications of this literature 
were reviewed in lectures, which I gave in March, 1914, on 
behalf of the University of Madras, as the first lecturer on the 
Sir Subrahmanya Aiyar Foundation. They were published by 
the University in 1916 with the title, ‘‘Considerations on Some 
Aspects of Ancient Indian Polity". This book has been long 
Out of print, and a new edition is now in the press. Shortly 
after, I examined the economic ideas of ancient Indian writers, 
in a course of Ordinary Lectures, delivered for the University 
of Madras. They were not then reduced to writing. In 1925, 
I was requested by the Vice-Chancellor and the Council of the 
Benares Hindu University to give a course of lectures under 
the Manindra Chandra Nandi Foundation. This invitation 
gave me the opportunity to resume the study of old Indian 
economic thought. The lectures were delivered in January, 
1927, in the presence of the Vice-Chancellor, Pandit Madan 
Mohan Malaviya. The reports of the lectures, which appeared 
in the press at the time, attracted some attention. The 
Council of the Hindu University desired to have the lectures 
published in book form as a University publication. Shortly 
after the request was made, I was drafted to administrative 
work as the head of the Education Department in Travancore, 
and till a few months ago, I had no leisure. 

With the exception of a few changes, chiefly verbal, the 
text of the lectures remains unaltered. An interval of seven 
years between the delivery and the publication of lectures on 
a subject, in which considerable accessions to literature are 
being made every year, must necessitate a re-examination of 
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the views originally expressed. This has now been done, but 
there has been no need to make any modifications. Authorities 
have been given wherever necessary, and a Bibliography has 
been added. 

The form Kautilya is retained in spite of the growing 
practice of using Kaiitalya. My adherence to the older spell- 
ing is deliberate, as I am by no means convinced that a change 
in the spelling sanctified by centuries of usage is now justified, 
even in the interests of purism. 

In the preparation of the lectures for the press, I have 
received much help, which it is both a duty and a pleasure to 
acknowledge. Among those who have assisted me, prominent 
mention has to be made of Mr. V. R. Ramachandra Dikshitar, 
M. A., Lecturer in Indian History, in the University of Madras, 
my son and pupil, Mr. K. R. Padmanabha Aiyangar, 
M. A., B. L., of the Indian Finance and Audit Service, and 
my pupil, Mr. A. N. Krishnan, M. A., formerly Lecturer in 
History and Economics in the American College at Madura. 
An old colleague, Mr. T. M. Krishnamachari, M.A., B.L., colla- 
borated with Mr. A. N. Krishnan in preparing the Index ; and 
another, Mr. N. S. Narasimha Aiyangar, m. a., b. l., offered 
many helpful criticisms. 

Thanks are also due to Mr. R. Narayanaswami Aiyar, 
B. A., B. L., of the Madras Law Journal Press, for the neat 
and expeditious printing of the work. 

RAGHAVA VILAS. 

TRIVANDRUM. K. V. RANGASWAMI 

4th March, 1934. 



LECTURE 


It is well over two years since I was appointed 
to this chair by the Council of the University and asked, 
in accordance with the rules of the Foundation, to give 
at this great centre of learning a few lectures on a 
subject connected with Ancient Indian History and 
Culture. The invitation is an honour for which I have 
to express my gratitude to the authorities of the Univer- 
sity. To a student no opportunity to come into relation 
with fellow-students is ever unwelcome. No Hindu can 
resist a call from or the fascination of Benares. No 
Indian can disobey a mandate conveyed in the name of 
our honoured Vice-Chancellor . ^ Through circumstances 
beyond my control it has not been possible for me to dis- 
charge this duty earlier. I beg that the generosity with 
which the delay has been overlooked by the Hindu 
University will be extended to the shortcomings of the 
lectures. 

A Manindra Professor has a wide field for choice. 
Ancient Indian History and Culture is a vast subject. 
The selection of a suitable topic from it for a course of 
lectures is beset with the difficulty attending a choice 
from an alluring profusion of attractive themes. In 
selecting Ancient Indian Economic Thought in some of 
its aspects for study and exposition on this occasion, I 
have been guided largely by reasons of utility and neg- 
lect. The pursuit of knowledge for its own sake is 

' The lectures now printed were delivered under the Manindra 
Chandra Nandi Foundation at the Benares Hindu University between the 
10th and 14th January, 1927. 

^ The Hon’ble Pandit Madan Mohan Malaviya. 
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Ancient Indian Economic Thought 


Ancient 

Indian 

Economic 

History. 


undoubtedly the academic ideal, but knowledge which 
is also useful is not less attractive as an academic pur- 
suit. In these days of intense competition of rival 
studies and interests, and of the stress of life, few are 
the austere students who would elect to investigate sub- 
jects which have no bearing on human welfare. The 
aim of these lectures will be to show that in some ways 
the study of ancient Indian Economic Thought can help 
in the solution of modern social problems. 

Interest in ancient Indian economic conditions is 
of comparatively recent growth. It is barely a genera- 
tion since a gifted specialist gleaned from the fields of 
Buddhist literature the isolated and elusive facts bear- 
ing upon the social conditions of North-East India in 
the early Buddhist Age,^ and presented a fascinating 
and vivid picture of the social and economic life of the 
period. Since then, there have been stray workers in 
the field. We have now a handful of books depicting 
the economic conditions of the early ages and outlining 
the economic development of India. ^ In recent years, 
especially since the revived interest in Arthasastra, 
following the sensational recovery of the long lost work 
of Kautilya,^ there has been a crop of monographs on 
Arthasastm and the political and economic data it fur- 
nishes. Not a year passes without seeing additions 
made to our knowledge and to our facilities for studying 
Indian Economic History. We are not far from the 
time when the healthy emulation of Indian Universities 
will produce books on our Economic History not un- 
worthy of the tradition created by the masterly studies 


1 Richarid Pick, “Die Sociale' Gliederimg im Nordostlichen Indian Zu 
Buddha’s Zeit,” Kiel, 1897 ; English translation by Sisir Kumar Maitra, 
1920, Calcutta University. 

2 See appended Bibliography. 

® First published by the Mysore Government in 1909. 



Its Theory and Practice 


3 


of the Industrial History of the West. We may per- 
haps have to wait long before we shall hail an Indian 
Roscher, or a Schmoller, a Cunningham, or an Ashley , 
or a D’Avenel , but their absence will probably be made 
up for by the number and the zeal of those who will 
pursue the study. 

Nevertheless, Ancient Indian Economic Thought Ancient 
is a field still practically untilled. The scholarly en- 

, . 1,1 r , • Economics. 

thusiasm generated by the recovery ol our lost treatises 
on Ai'thasdstra is now concentrated on the study of our 
ancient Polity. This is but natural, and is due to the 
resurgent nationalism of the day and the white heat of 
creative effort in current political reconstruction. Old 
Economic thought still shares unhappily the fate of 
borderland studies, which are both within and without 
the pale and are therefore neglected; but, to specialists, 
such studies should prove fascinating not only because 
of the tendency to neglect them but also because they 
demonstrate the way in which branches of knowledge, 
like aspects of life, are interdependent. These are some 
of the reasons which have proinjited the selection of this 
subject and the restriction of the present investigation 
to certain aspects of it. 

The course of lectures now begun proposes to deal theory 
with our old economic “theory” and “practice”. An P^'t^ctice. 
opposition between its divisions might suggest itself, 
but it will not be justified. In all deliberate human 
activity it is possible to find a connecting thread of 
reason. A theory which does not rest upon sound in- 
duction hardly attains scientific accuracy and definite- 
ness. Conduct which is incapable of being resolved into 
general rules can hardly be rational and consistent. In 
English ‘classical’ Economics, there was till recently a 
distrust of any method other than the deductive. It 
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Utility of 
the study. 


used to be said that Economics was only an abstract 
science and that it laboured under a hardship. “Those 
who are conversant with its abstractions are usually 
without a true contact with its facts; and those who are 
in contact with its facts have usually little sympathy 
with and little cognizance of its abstractions.’”^ But 
we have now passed the stage of such fears . We depend 
on induction no less than deduction and realize the inter- 
dependence of theory and practice in Economics. Even 
if we do not go so far as to accept the old Virgilian 
motto of the mastery of mind over matter, we are con- 
scious of the reciprocal influence of man and environ- 
ment and the value of a historical background to our 
scientific conclusions. Growing faith in the helpfulness 
of Ifconomic History to historians of Economic thought 
might justify the claim that the science of Economics 
no less than the science of Politics, for which Lord 
Acton made the claim, is gleaned from the stream of 
History like grains of gold in the sands of a tropical 
river. 

Economic thought in any age only reflects its life, 
and economic opinion moves with the variations of 
economic condition. We may therefore claim that our 
attempt is not to satisfy a mere antiquarian curiosity, 
which would justify J. B. Say’s famous century-old 
sneer : “What can we gain by accepting these antiquated 
and absurd opinions, these corrupt doctrines, and what 
good they do to us? It would be merely useless and 
wasteful.”^ The economic interpretation of our his- 
tory will be one of the first fruits of the study of old 
Indian Economic thought. That study will enable us 


1 Walter Bagehot, Postulates of English Political Economy, 1885, 
p. 18. See also R. H. Inglis Palgrave, Dictionary of Political Economy, 
II, art. Scope and Method of Economics. 

* Cours Complet d’Economic Politique Pratique, IXme Partie. 
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to visualize not only the life of our ancestors but it 
will help us to recognise and interpret even the purpose 
of their every day activities. It will correct current 
illusions in regard to our past such as the belief in 
oriental stagnation and the assumption of the homo- 
geneity of Asiatic culture.^ It will also show how the 
cultural environment of a people can have successors 
in a genetic sense, no less than the people themselves. 

It is hardly necessary on this occasion to dilate on 
the mischief done and the obstacles raised to a due per- 
ception of our past by the influence of such idols of the 
market place, which unhappily do not stand alone. We 
have the erroneous belief that outside the realm of litera- 
ture, philosophy and religion, the ancient Hindus were 
ciphers, an illusion to which so devoted a lover of Indian 
culture as Max INIiiller insensibly contributed . ^ There 
is again the assumption of the primitive nature of 
ancient Indian society and of the simplicity of old Indian 
life, which has found its way not only into histories of 
India, hut into authoritative histories of Economic 
doctrine also. 

There is also the illusion that correct Economic 
thought is only of recent growth and exclusively of 
European origin.^ The evil results, which follow when 


^ .See Lord Balfour’s Decadence, 1908, pp. 34-39; and V. A. Smith, 
Early History of India, 1914, pp. 112-113. 

^ See for example, his India, What can it teach usf, 1892, passim, 

® “The economic ideas of the ancient peoples of the East, which may 
be gathered from their sacred books, have but a slight interest from 
the point of view of modem science. They can all be reduced to a few 
moral precepts. . . . Commerce and the arts were as a rule despised 
in comparison with agriculture.” IL. Cossa, Introduction to the Study 
of Political Economy, trd. L. Dyer, 1893, pp. 128-129.) Dr. J. K. 
Ingram (History of Political Economy, 1888) gives only a page to oriental 
economic thought, which he considers primitive. L, H. Haney (History 
of Economic Thought, 1924) recognises the error of lumping “Chinese, 
Mcdcs and Persians, Jews, Japanese, Arabs, Hindus, even Egj'ptians, as 
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such generalisations are allowed to pass unchallenged 
and uncorrected, are familiar enough to discerning 
students of our past history. A use of the study of 
ancient Indian Economic theories may lie in its helping 
to dispel such baneful illusions. 

The study will also prove valuable in a more direct 
way. Instances of numerous anticipations by early 
Indian thinkers of doctrines which are supposed to be 
modern, should enable us to a])praise better than we 
are now able to do. the economic activities of an age in 
which such an accurate perception of economic laws was 
possible. Our study might similarly enable a place in the 
history of Economics to be recovered for Indian thinkers 
like Kautilya and S'ukra, and obtain for them their due 
position among the economists of the world. We might 
understand better than we do the character of the social 
problems which have come down to us from the past. 
The understanding of the ancient Indian attitude 
towards economic study and towards economic questions 
might also lead to a better appreciation than we now 
have of the Indian attitude towards life and knowledge, 
and to a truer perception than we possess of the charac- 
ter and scope of the philosophical and scientific literature 
of Ancient India. 

In India more than in many parts of the world the 
past persists in the present. Many of the problems of 
an economic or social kind which confront us are either 
those which existed in the past or those which have 
resulted from them . In passing, one might for example 
refer to such of them as the revived interest in 


is sometimes done” (ibid., p. 34) but he virtually does not much better 
than Cossa, and Ingram, whose attitude he criticises, and briefly charac- 
terises Hebrew and Hindu economic thought as “simple, dominated by 
religious and moral concepts, regulative, idealistic, conservative and 
passive.” (Ibid., pp. 35-50.) 
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Varnasranvadharma, the ideal of economic self- 
sufficiency, the attempts to popularise agriculture and 
the cry of ‘Back to the Land,’ and the revived passion 
for the ‘simple life’. The application of the method of 
comparative study to ancient and modern Economics, 
and to Oriental and Western Economics, may lead to a 
clear recognition of the relativity of Economic laws and 
of the fundamental unity of Economic thought. 
Modern Economics might even gain in outlook and in 
accuracy from the wider basis of induction furnished 
by the study of old Indian economic life and its theoretical 
background. 

In pursuing our study, especially with the inchoate Method 
and intractable character of our material, it is necessary 
to follow a methodical procedure. I would accordingly 
propose, both for convenience of treatment and of easy 
apprehension, to follow the accepted divisions of classi- 
cal Economic treatises as well as their terminology, and 
present the views of ancient Indian economists in modern 
phrases. For this procedure, there is precedent.^ This 
plan no doubt involves the danger of creating an impres- 
sion of the existence of a more systematic exposition of 
economic principles in Ancient India, than is justified, 
and of attributing to old Indian thinkers opinions of a 
modern character. The danger may however be avoided 
when it is foreseen. It is more than balanced by the 
number of clear anticipations of modern doctrine which 
our studies reveal, and by the numerous and fruitful 
comparisons of ancient Indian and modern European 
culture. It will also shed additional light on the nature 
of the economic environment in which these theories 
developed in India. It will show that our old Indian 
culture is the product of a moral and religious system 


^ See, for instance, Chen Huen-Chang, The Economic Principles of 
Confucius and his School, 2 vols., 1911, Columbia University Studies, 
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possessing principles which may be u.sed in solving 
some of our present-clay problems. 

It may be observed that neither the time available 
nor the nature of the topics chosen can re.sult in a treat- 
ment of such a comprehensive and systematic character 
as would afford the opportunity for descriptive studies 
rather than analytical and critical presentations of our 
old Economic doctrines. 

At the outset of our encfiiirv, we are faced by two 
allied and fundamental problems: Was there any econo- 
mic speculation in Ancient India? Was there in 
Ancient India a science of Economics in the modern 
sense? Paradoxical as it might seem, these questions 
are most conveniently approached by outlining first the 
modern conceptions of Economics and then comparing 
them with those of Ancient India. 

It is commonly held that the science of Economics 
is of comparatively recent growth, and that so far as 
England is concerned it cannot be taken much beyond 
the date of the publication of Adam Smith’s Wealth 
of Nations {\776) . As an illustration of the crude 
views which used to be found even in profes.sedly 
.systematic treatises on Economics before the time of 
Adam Smith, Walter BagehoP cites a passage from 
Sir James Stewart’s Inquiry into the Principles of 
Political Economy (1767), the best book on the sub- 
ject published before Adam Smith’s, and written like it 
bv a man of travel and education. Bagehot shows from 
this passage how crude Stewart’s work was, though re- 
moved only by nine years from the Wealth of Nations . 
No one can contend, however, that while the systematic 
presentation of the subject-matter of Economics more 


I'See his Postulates , p. 2. 
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or less in its modern form is only about a century old, 
economic doctrines have been practically contemporane- 
ous with civilization, and that fragments of economic 
truth can be found scattered in European literature 
from the days of Hesiod downwards/ At the same 
time, it must be admitted that the scope and outlook of 
the classical English economists have been defective and 
require correction and extension. 

At the present moment, the difference between the Conception 
later and the older classical English views on the scope 

and 

of Economics may be illustrated from the writings of Welfare. 
Dr. Alfred Marshall and J. S. Mill respectively. 

Writing in 1848, the latter claimed the subject-matter 
of Economics as wealth: “Writers on Political Economy 
profess to teach or to investigate the nature of wealth, 
including the laws of its production and distribution; 
including directly or remotely, the operation of all the 
causes by which the condition of mankind or of any 
society of human beings in respect of this universal 
object of human desire is made prosperous or the re- 
verse.” Mill evaded a definition of wealth by stating that 
“every one has a notion sufficiently correct for common 
purposes of what is meant by wealth.”* He was how- 
ever at pains to show the fallacy of identifying wealth 
with the precious metals. This definition stressed the 
importance of goods above producers and was charac- 
teristic of the attitude of the classical school both towards 
wealth and Economics. It naturally led to an attack on 
ethical grounds, as well as on the ground of inapplicabi- 
lity to actual life. It made Sismondi retort: “What? 


This is admitted by Alexander Gray, Development of Economic 
Doctrine, 1931, p. 1: “However recent in the history of human thought 
may be the development of a systematic body of economic doctrine, 
reflection, and to a certain extent speculation, on economic phenomena 
must be as old as human thought itself.” 

^Principles of Political Economy, ed. W. J. Ashley, p. 1. 
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Is wealth then everything’? Are men absolutely 
nothing t”' It roused the ire of Carlyle and Ruskin 
and led to the stigmatisation of Economics as ‘the Dismal 
Science’. It remained for later economists, and parti- 
cularly for Dr. Marshall, to clear up the misunderstand- 
ing, to show that the practice of Mill was more correct 
than his definition, and to re-define Economics. In 1895 
Dr. Mar.shall defined Economics “as the .study of man- 
kind in the ordinary business of life,” and showed that 
Economics examines “that ])art of individual and .social 
action which is most closely connected with the attain- 
ment and with the use of the material requisites of well- 
being”.^ “Economics is on the one side a study of 
wealth and on the other and more important side a part 
of the study of man, taking an equal, if not a more 
important, part with the study of religion as an inter- 
preter of human action and in the moulding of human 
character.”^ The emphasis laid on wealth, rather than 
on the end of it, as the prime concern of economists had 
led to the misunderstanding that they were on the side 
of the rich and against the poor. Dr. Marshall accord- 
ingly plunged at the commencement of his treatise into 
the importance of the study of poverty and the social 
and moral evils springing from it. 

Turning to the conception of wealth itself. Dr. Mar- 
shall emphasised the old classical idea and intro- 
duced a new concept, 7’ic.. goods. “All desirable things 
are goods.” Goods are material or personal or immate- 
rial. Goods again are transferable or non-transferable, 
and free or scarce. When a man’s wealth is spoken of, 
it is to be taken to consist firstly in those material goods 
in which he has a right of property and which are 

’ N ouz’eaux Principes d’Economic Politique , 1R19, p. 51. 

^Principles of Economics, Vol. I, 8th Ed., p. 1. 

^Economics of Industry, 1892, p. 1, 
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external to him and enable him to acquire material 
goods, c.g., business connections. In a broader sense, 
Dr. Marshall would include under wealth certain items, 
which the earlier economists had recognised as personal 
wealth, such as personal skill, industrial faculties, etc.^ 

Let us now turn to the Indian conception of 
Economics and wealth. There is no single expression 
in Sanskrit which connotes exactly what is implied by 
Economics. Our vernaculars have attempted to coin 
equivalents for the term ‘Economics’ in such expressions 
as Artha-MimamsCi, Dhana-sosfra, Arfhasastra and 
Vdrtasasfra. The last two however have specialised 
meanings of their own in San.skrit literature, and it is 
therefore not permissible to wrest them from their 
traditional sense. 

There are two expressions in Sanskrit which 
relate to subjects having a large economic con- 
tent. These are Arthasdsfra and Vdrtd. The literature 
of Dharmasdstra and Nitisdstra also deal largely with 
economic matter. Economic doctrines are even more 
implied than political dogma, in many of the injunctions 
of Dharmasdstra^. Is it then permissible to identify 
any of these Sdstras with Economics? 

The separation of Economics from the body of 
social sciences is relatively modern and is virtually the 
work of English writers. Even in the European 
classical languages, there is no word which implies all 
that is meant now by the term “Economics” . This is 
natural. In classical times. Economics had not emerged 
as a subject differentiated from other branches of philo- 
sophical speculation. The ancient Greeks had not words 
to express what we now mean not merely by Economics, 
but also by Politics. The Greek words for Economics 


01(1 Indian 
view of 
Economics 
and Wealth. 


'^Principles of Economics, Vol. I, 8th ed., pp. 54-62, 
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and Politics implied different studies from those which 
pass under these names to-dayd 

To appreciate the position of Arthasastra and 
JAirta in the circle of ancient Indian science, it is neces- 
sary to understand first the traditional Indian attitude 
towards ‘knowledpj'e’ as a whole and its different bran- 
ches. Every division of knowledge, which is systema- 
tised, was conceived as a 7ndya or a Mstra (science). 
.A.ccording to the accepted canon the vidyas or the divi- 
sions of knowledg’e are four: via., Anvik?iki, Trayl, 
VCirta, and DaijdatiJfi.^ 

This division is ancient, and is even older than 
Kautilya’s Arthasastra, in which there is a famous dis- 
cussion as to whether there is a division of the Vidyas, 
and if there is, whether it is a four-fold, or three-fold or 
two-fold division.® Max Muller drew attention many 
years ago to the occurrence of the term Anviksiki in 
Gautama-Dharmasutra, and pointed out that it is used 
in the general sense of Philosophy.^ In commenting 


^ In Greek the term for Economics meant what is now called 
‘domestic science’. The Greek word for Politics was derived from 
potis (city) and the science corresponds more to Civics than to Politics. 

2 This is explicitly stated by Kautilya: 

^ WTcif ffh I 

The vidyas are ^ivcn as thirty-two by Sukra (IV, iii, S0-S9). In his list 
vartd and dandamti are not mentioned separately; Arthasastra is men- 
tioned instead, and so defined, as to comprehend Politics as well as 
Economics. Atheistic philosophy (iidstikaw-matam), probably a 
reference to the Lokdyata system, is one of the vidyas in Sukra’s list. 
A full list of the ridyds is given in several manuscripts of Caranavyuha 
(Oppert, Sukranitisdra, pp. 264-265). Arthasastra is called Arthaveda 
in this list and classed as an Upaveda. ‘Greek’ Science {Yatvanakdkhyam 
tantram) is also included as a vidya in his list. 

^P. 6, Mysore edn. 

< In his Ai.r Systems of Indian Philosophy, p.76 n. The Sutra 
(GautamasmrtiXI 3) runs thus: I 
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on this sutra of Gautama the Maskari Bhasya interprets 
Anvikisiki as ‘logic and metaphysics’ (nydya and dtma- 
vidya). It explains the presence of the disjunctive and 
the conjunctive particles in the siltra as implying a 
reference to two other branches of knowledge (viz., 
Dandaniti and Vdrtd). If this traditional interpretation 
of the aphorism of Gautama is correct, the division of 
knowledge into four branches is of great antiquity and 
it is clear that it became standardised before the sixth 
century B.C. If Anvikisiki is taken in the sense of Phi- 
losophy its content varies according to the bias or out- 
look of different writers. Kautilya brings under it only 
three systems of philosophy,^ the Samkhya, the Yoga, 
and the Lokayata, which are respectively associated with 
the names of the sages — Kapila, Patanjali and Brhas- 
pati. Others regard Nydya and Veddnta as the pri- 
mary sub-divisions of Anvlksiki.^ Trayl is the Veda 
and is held to comprehend all branches of revealed 
knowledge and their adjuncts, such as the Vedas, Upa- 
7’edas, Itihdsas, Purdnas, etc.® Arthasdstra is classed 


The Maskari Bhasya explains it thus : 

STRrkf I 

1 Tp 6—7 : tqnfr %Nf 

I %rrwi tshr: 


Siis, 1,1) 

^ Sukranitisara, I, 305: 





ETRtfgqq. i 


^ Sukra, I, 309-10: 


3r^ jfhTT?fT I 


and Kantiliya, I, 3 : 


I raird ^ i 
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as an Upaveda by at least one ancient authority.^ 

Varta is defined as the subject which treats of agri- 
culture, commerce, and cattle-breeding. The word 
Varta is derived from Vrtti (profession) and is used 
both in a wide and in a narrow sense, to imply occupa- 
tion and the ‘science or branches of knowledge dealing 
with specified occupational subjects.’^ In later Sans- 
krit literature, the scope of Varta is extended. Kautilya 
held that agriculture, cattle-rearing and trade alone 
constitute Varta. “It is most useful in that it brings 
in grain, cattle, gold, forest-produce and free-labour. 
It is by means of the treasury and the army obtained 
solely through Varta that the king is able to hold under 
the control both his subjects and his enemy.”^ 

In the later elaborations, usury or money-lending 
(kusJda) is specifically brought under Varta. ■* Thus 
for example, in the Sukraniti, it is said that money- 
lending, agriculture, commerce and cattle-protection are 
comprised in Varta. “Varta is four-fold: agriculture, 
commerce, cattle-protection, with money-lending as the 


1 Saunaka’s Caranaiyfiha classes Arthasastra as an upaveda of the 
Atharvai'i’da. the upaicda.<: for the other Vedas being Ayurveda (medi- 
cine) for the Rigveda, Dhamiez-eda (military science) for the Vajur- 
veda, and Gatidharvavcda (music and the fine arts) for the Sariiaveda. 

^ cIct: irrpur cfitir 3^1: 1 


{Vayupurana, 8, 124.) 




(Kaufiliya, I, 4, p. 8, Mysore edn.) 


II 


{SukranUi, I, 311.) 



Varta 


15 


fourth among these; we follow cattle-protection.’” In 
later times, Karmduta (artisanship) was also brought 
under Vdrtd, as in the following passage of Devi Purdna, 

“O ! Goddess by the protection of cows and other cattle, 
by agriculture and by manufacture, the person is fixed 
in \'arta.”^ Translated into modern terms this would 
mean that Vdrtd was a branch of knowledge dealing 
with the economics of agriculture, trade, industry and 
banking. It is practically co-extensive with modern 
Economics with the omission of Consumption and 
Public Finance. 

The importance attached to Vdrtd in social economy its impcr- 
is signified in two ways. Vdrtd determines the func- 
tions and occupations of the bulk of the people, via., the 
Vaisyas and the Sildras, and under special circumstances, 
those of the two higher varnas also. “A good man who 
is blessed by Vdrtd never has a fear on account of his 
occupation,” says Sukra.^ Again to quote Kamandaka 
“when Varta is destroyed, this world is surely dead 
though it seems to breathe”.^ The same idea of the 
paramount value of Vdrtd is implied in the question 
put to Bharata by Rama: “Are your dependants, who 
are engaged in agriculture and cattle-breeding adher- 
ing carefully to Varta and living comfortably in the 


^ Bkciffazata Pitrana, X, 24, 21: 

^ cf^ ^ It 

2Ch, 45: 

qmRT R?T3Tf;: ^ ^ ll 

» I, 312. 


*Nltisara, I, 12: 

^rflr qrcrf ?:?R4fTmcrT i 
ft imsq ^Hsrfq g sftqft n 
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world?”* The importance attached to the study of 
\’arta is further illustrated by some of the precepts of 
Yajnavalkya on the duties of the King.^ “A king 
should be energetic, learned, mindful of the past, subser- 
vient to the sages, modest, even-minded, of a noble fami- 
ly, truthful, pure, prompt in action, etc., a concealer of 
his assailable points, skilled in philosophy and in politics, 
learned in Fdrtd and also in \'cdas.” In the Mahabhd- 
rata, the importance of VdrtCi for the economic stabi- 
lity of a country is indicated in the following passage: 
“The root of this world is in Vdrtd. It is sustained 
by VCiytCx. ,So long as the king cherishes Vdrtd every- 
thing goes on well.”^ Vdrtd was an important part 
of the regal curriculum of studies and the king has to 
learn it from experienced specialists einjiloyed by the 
State. ^ It is characteristic of the Indian attitude 

RCimayana, Ayo(lhya-Kan(Ja, ch. 100, 48: 

Hi I 

HiciTqi ff n 

21, 311ff: 

unr: ^ti tfuiRri; || 

Mrhhh Hum: II 

HrtR gUR: II 

(Vanaparva, 67, 35.) 

Compare also Vayuptirana, ch. 24, 102, and ch. 8, 129. 

^ Kautillya, I, 11: 

fHTqjRH^^ni, STTRirWf R rder:, 

HrIhc HRSRIflR: I 
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towards science, that Vartd which is regarded as one of 
the four primary divisions of knowledge, is treated as 
a practical study. The practical bent of the Indian 
mind is shown by equating Vdrtd with a group of scien- 
ces as well as a group of arts, ignoring the barren dis- 
tinctions between ‘science’ and ‘art’, now drawn. Danda- 
nlti, the fourth of the branches of knowledge, is vir- 
tually the same as Nltisdstra, the science of Polity. It 
is, however, significant that, while treated as essentially 
a science by Kamandaka, NltiMstra became in Siikra- 
iilfiMra more comprehensive and came to include the 
sxibject-matter of Vdrtd also.’^ 

Arthasastra as a term was of wider import than Arthasastra 
either Vdrtd or Dandanlti. It appears to have had a vogue tY^n^to^the 
of popularity after the days of Kautilya. But, Artha- ends of Life. 
sdstra was obviously wider in scope than Economics. 

It included a number of other social sciences. The con- 
necting link between the V id yds and Arthamstra is to 
be found in the relationship between knowledge and the 
aims of men (puriisdrtha). The Indian doctrine of 
purnsdrtha indicates a four-fold division of the aims of 
existence. It divides human activities into four cate- 


Manusmrti, VII, 43 : 

II 

See also Matsya-purdna, 215, S3. 

^ Vdrtd is referrad to in the following passages of Epic and Puranic 
literature : — 

Rdmayana, II, ch. 1(X), si. 47 and 68; Mahdbhdrata, III, ch. 150, 30- 
31; XII, ch. 18, 33; ch. 59, 33; ch. 68, 35; Vi^nupurdna, I, ch. 9, 119; 

II, ch. 4, 84; V, ch. 10, 26-30; Ilarivamsa, ch. 40, 39; Bhdgavatapurdna, 

III, ch. 12, 44; VII, ch. 11, 15; X, ch. 24, 21 ; XI ch. 29 , 33; Agnipiirana, 
ch. 225, 21-22; ch. 237, 5; ch. 238, 9; Vayupurana, ch. 8, 121, 130, 134; 
ch. 24, 103; ch. 61, si. 197; Matsya-purdna, ch. 145, 36; ch. 215, 53; 
Brahmaptirdna, ch. 20, 88; ch. 44, 10; Brahmd>}4apurdna, ch. 1, 107; 
ch. 8, 130, 195; ch. 63, 4; ch. 64, 25-32; ch. 65, 36; Ndradiyapurdna, Atri- 
samhita, 14, 13; Dcvlpurdtuj. ch. 37, 61; Sivapurdna, I, i; 22; Lihga- 
purdna, ch. 21, 16; ch. 39, 43. 

3 
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gories as men follow the two-fold path of action {pra- 
vrtfi-mdrga), or inaction {nivrtti-mdrga) . The four 
purusarthas are : Dharma, Artha, Kama and Moksa. Of 
these, the second and the third definitely relate to the 
pravrtti-mdrga. Two spheres of human activity are also 
indicated: the worldly and the other-worldly {vydva- 
hdrika and pdramdrthika) . Of the four ends of human 
existence, the first three, viz., Dharma, Artha and 
Kdma, representing the moral and religious, the econo- 
mic and aesthetic values in life, relate to worldly life, the 
life vydvahdrika and pdramdrthika. The fourth takes 
a person to the pdramdrthika stage, where the nivrtti- 
mdrga begins, i.e., a certain negation of earthly good 
takes place as well as a certain trans-valuation of earthly 
aims. 

One of the favourite subjects of scholastic discus- 
sion in Indian literature is that of the rival excellences 
of the different Purusarthas, vD., the religious and 
moral, the hedonistic and the economic.^ 

The key to the doctrine of the Purusdrtha and to 
the intimate relationship of the Purusdrthas and Vidyds 
is to be found in the circumstance that both are treated 
as necessary accessories for the realisation of the ulti- 
mate aim of existence. Each of these Purmdrthas is 

1 Cf. Kautiliya, 1, 7 : ^ etc! ^ I 

^ I ggR ^ I ft 

II See also Vatsyayana’s Kdmasutra, I, 2. See also 
Mahabltdrata, XII, 123, 4-6: 

|| 

3TTiRig5^ l 
II 
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made to depend upon the others and all of them are 
co-related to the doctrines of Varnasrama^dkarma.^ 
Thus it came to pass that the orientation of the Indian 
mind was towards Dharma (duty) and that of Indian 
culture towards the realisation of Dharma. It was 
ultimately Dharmapradhaiia, and only in an inferior, 
accessory or instrumental sense, Arthapradhana. This 
is one of the reasons why, in the conflict of authorities, 
not only writers on Dharmasdstra like Yajnavalkya, 
but even writers on Artiiasastra themselves, lauded the 
superiority of the precepts of Dharma to the precepts 
of Arthasdstra.^ 

Arthasdstra might therefore be regarded as 
occupying the same place in our ancient literature, as a 
combination of jurisprudence, politics and economics, 
somewhat on the lines of European Cameralism between 
the 16th and 18th centuries. 

The old Indian attitude towards ‘science’ and ‘art’ 
reflects the beliefs in the interdependence of all branches 
of knowledge and all stages of life, and in the ultimate 


^Cf. Matsya-purcina, 145, 36: 

I: 37T I 


- Kautiliya, p. 150, Mysore edn. : 

ll 

Vajnai'alkya, II, 21 ; 

Narada, I, 1, 39; 




See also Vlramitrodaya, Paribhdfd-prakasa, Eng. trn. Ramabhadra 
Ojha, 1917, pp. 31-50 and V. R. R. Dikshitar’s Hindu Administra- 
tive Institutions, (1929), pp. 27-37. 
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Attitude 

wards 

Wealth. 


sanction for all secular sciences being found in Religion 
and Philosophy. Thus it came to pass that in Ancient 
India economic laws had to find their ultimate justi- 
fication in metaphysics and in religion, and their imme- 
diate sanction in politics and law as much as in their own 
rationality and practicability. This is indicated in 
Sukra’s definition of Arthasdstra : “Arthasastra is that 
science which describes the actions and administration 
of kings in accordance with the dictates of revelation 
and of law as well as the means of appropriate 
livelihood.’”" 

The Indian attitude towards the divisions of know- 
ledge and the divisions of life is reflected in the attitude 
towards wealth . It has already been shown how a storm 
of opposition was roused by the doctrine of the classical 
English economists that wealth was “an object of 
universal human desire,” and the emphasis which they 
laid on wealth as a material rather than on man as the 
creator and consumer of it and as the real subject of 
Economic science. It is interesting to compare the 
Indian outlook on wealth with the western. We can 
hardly do better than begin with the word ‘Dhanam’ 
which denotes ‘wealth’ generally, and analyse the concep- 
tions underlying its synonyms and variations as given 
in Amara’s lexicon.^ Dhanam is derived from Dhan, 
‘to cry out’ and is usually applied in the primary sense 
of ‘wealth in cattle’ or reproductive wealth generally. 
In the Harizmhia, Dhandni, the plural of Dhanam, is 


(Sukranitisara, IV, iii, si. 55.) 


^ Ndma-linganii-sasana, II, 9, 90: 

5^ 'SR ^ I 
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used in the sense of ‘possessions’.’ As contrasted with 
interest (vrddhi), Dhanain is used in the sense of capital. 
Dhana-dhani, implying a profusion of wealth, has come 
to mean a treasury. 

Let us take the synonyms for Dltaiia as given by Dhana. 
Amara. Among these equivalents to Dhanam, it will be 
found that the implication of Dravyam is substance ; of 
Vittam, that wealth is earned; of Svdpateyain, that it is 
capable of individual appropriation; of Hiranyam, that 
it is in gold; of Artliah, that it is the result of accumula- 
tion; of Sri, Laksml and Vibhavah, that it leads to pros- 
perity; of Bhogyain, that it is capable of appropriation 
and enjoyment; and of Vyavahdryam, that it is trans- 
ferable and as such the subject-matter of disputes.’^ 

‘ArtJia\ as a subject of Arthasdsfra, has two other Artha. 
meanings, beside wealth. As a synonym for wealth, 
it is less commonly used than Dhana being specialised 
in two other senses. In the first of these senses, it refers 
to the aims of life {l>unisdrthdh). In the second, it refers 
to one of the four Pnrusdrthas, z’ic., that which satisfies 
human desire. In this sense, the term Artha is equi- 
valent to Dr. Marshall’s ‘goods,’ being ‘any material 
object capable of satisfying a human desire’. The 
immaterial objects capable of satisfying human desires 
are aspirations, and so come under one or other of the 
three other Purusarthas, viz., Dharma, Kama and 
M oksa. 

It will thus be seen that the Indian conceptions of 
Artha and Dhanam, with their variants, correspond 
closely to the most modern conception of ‘goods’ and 
‘wealth’. The analysis of the modern conception of 
wealth reveals four characteristics, zdz., it is mate- 

^Ch. 75, si. 55. 

2 See also SukraniH, II, 645-658. 
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Indian atti- 
tude 
towards 
wealth and 
poverty. 


rial : it is consumable ; it is appropriable ; and it is trans- 
ferable. Wealth consists either of material goods or 
the right to material goods. The root ideas of the 
ancient Indian conception of wealth are its material 
quality, its appropriability, its being the result of acqui- 
sition, its not being quite identical with gold, its con- 
sumability and its attractiveness due to scarcity. This 
will explain how by starting with a sound idea of wealth, 
the old Indian economists escaped the fallacy of identi- 
fying wealth with particular forms of it alone, or with 
the precious metals, and of treating the material objects 
of wealth as having value independently of their relation 
to man, their producer and consumer. 

Let us now turn to the Indian attitude towards 
wealth and poverty. The popular conception that the 
Indian has turned his face away from material pros- 
perity, with its pursuit of sterile gold, is hardly truer 
of ancient than of modern times. Undoubtedly, the 
interdependence of Economics and Ethics has been a 
fundamental assumption in all Indian thought. It is 
also true that in periods of intellectual or moral reaction, 
the ineffectiveness of mere material goods for securing 
the primary ends of existence has been proclaimed. 
One might notice this particularly in the Upanisads and 
in the literature of the early Buddhist and Jain epoch. 
But, the general attitude has always been to regard 
wealth not as an end in itself, but as a means to ends, 
and even as an important means to the higher ends. 
There cannot be a more significant enunciation of this 
position, than that of Arjuna in the eighth chapter of 
the Saufi Parva^ on the importance of wealth for gaining 


^ Mahabharata>, XII, ch. 8: 


JR I 
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all human ends, and of the depressing influence of pov- 
erty — words to which a student of Dr . Marshall might 
be able to cite parallel passages from the latter’s 
‘‘Principles'’ . “He that would live by mendicancy can- 
not by any act of his, enjoy the good things of the earth 

* * * * * 
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Its strength. 


What is here reg'arded as Dharma depends 

entirely on wealth. One who robs another of wealth 
robs him of his Dharma as well. Poverty is a state of 
sinfulness. All kinds of meritorious acts flow from 
the possession of great wealth, as from wealth springs 
all religious acts, all pleasures and Heaven itself. O, 
King! Wealth brings about accession of wealth, as 
elephants capture elephants. Religious acts, pleasure, 
joy, courage, wrath and learning, all these proceed from 
wealth. From wealth one’s merit increases. He that 
has no wealth has neither this world nor the next. The 
man that has no wealth succeeds not in performing 
religious acts, for the latter spring from wealth like 
rivers from mountains. The learned have laid down 
that kings should live reciting every day the three 
Vedas, acquiring wealth and performing sacrifices with 
the wealth so acquired. As water flows in every direc- 
tion from the swollen ocean, so wealth runs in every 
direction from the treasuries of kings.” 

We may now pass on to consider the merits and 
defects of the Indian attitude towards Economics and 
wealth. As in recent Economics, so in ancient Indian 
economic thought, the centre of activities is man, and 
not wealth. The study of the means of acquiring 
wealth constitutes a subject-matter of Arthasastra. 
The primary aims of Government are, in the words of 
Kautilya, “to make acquisitions, to keep them secure 
and to distribute them among deserving objects. 
Another merit of the Indian attitude is the recognition 
of the interdependence of the different branches of 


{ Ar . Sas , I ; 4; p. 9.) 


Philosophical Syntheses 


25 


knowledge . The Indian view realised vividly the unity 
of knowledge and the relativity of scientific truths, 
particularly the conclusions of any one science taken by 
itself and not considered as part of a coherent self- 
contained philosophical system. Logic {anznksiki) and 
experience (varta) are to go hand in hand in the organi- 
sation of Life’s activities. 

We have already seen how these fundamental ideas Seif-con- 
resulted in producing marked divergences of opinion 

, , , , ... ,.k Schools of 

m regard to the character and content of the difterent Philosophy. 
vidyas, and in creating discussions in regard to the rela- 
tive importance of the different branches of knowledge 
and the ends of life. It was natural that in a period 
of intense scholastic rivalry and dialectic activity, this 
should lead to the formation of innumerable schools in 
philosophy and religion, as well as in many branches of 
secular knowledge. It is hardly possible on this occa- 
sion to expatiate upon this fascinating theme. In lec- 
tures on “Ancient Indian Polity”, which I delivered in 
1914, before my own University, I tried to develop this 
aspect of the co-ordination and the synthesis of different 
sciences and arts, by each school of thought so as to cre- 
ate a coherent and complete scheme of study which 
would fit in with the traditional comprehensive classifi- 
cation of the four Vidyas. To these I may now be permit- 
ted to refer.^ It is probably why we find not merely in- 
dividual writers referred to in the philosophical and 
secular branches of knowledge, but schools of such 
writers, e.g., Usanas, Brhaspati, Bharadvaja, Parasara, 

Visalaksa, etc. The evolution of complete schemes of 
philosophy in which a place is found for every secular 
and social science, we are accustomed to associate with 
such names as those of Aristotle and Herbert Spencer. 

. '‘■"Some Considerations on Ancient Indian Polity/’ 1916, pp. 26-27 
and 119-120. 

4 
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What is, or has been in this respect an occasional or 
unique achievement in the West, appears to have been 
an ordinary feature of Indian thought, and the natural 
sequel to the organisation of all knowledge under four 
great categories and their affiliation to the four great 
ends of life and human endeavour (piinisdrtha). This 
would account for the circumstance that, as secular opi- 
nion varied, the doctrines inculcated in the social sciences 
by particular schools also underwent corresponding 
changes, and a necessity to vary the metaphysical sanc- 
tions or bases of those secular sciences also arose. As 
an instance in point, reference might also be made to 
the manner in which AnviksikT, which was defined as the 
philosophical background of all knowledge, was subse- 
quently identified by some schools with particular systems 
of philosophy, harmonising with the bias of those 
schools. 

This organisation of thought in schools and the 
attempt to frame complete systems must have had a 
good effect in promoting discussion and research and 
multiplying treatises, as well as in bringing about greater 
consistency in the opinions of schools than would other- 
wise have been possible. Progress through variety be- 
came in this way a pronounced feature of intellectual 
advance in ancient India. The scholastic organisation, 
the predilection to compose treatises, the atmosphere of 
free discussion and official patronage by kings, in whose 
education the circles of sciences had a large and vital 
share, must all have combined to help the preservation 
and the diffusion of the doctrines of these different 
schools. This must undoubtedly have led in the first 
instance to a great number of treatises and ultimately 
to the wholesale absorption of economic and political 
opinions in rival schemes of philosophy, such as we find 
in the later portions of the Mahdbhdrata. 
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Certain defects, however, flowed from the old defects. 
Indian attitude towards knowledge generally and to 
economic thought particularly. For instance, we do not 
come across any such passionate pleas in ancient Indian 
literature, as we find for example in ancient Greek litera- 
ture, for pursuing scientific truth for its own sake. 

The attempt to form comprehensive systems restricted 
the scope for specialisation. The existence of rival 
schools led to dogmatism, academic contention and to 
innumerable silent borrowings, obscuring the traces of 
authorship and the ancestry of opinion. Official patron- 
age insensibly tended to the exaltation of the office and 
the powers of kings and governments, and resulted in 
such extraordinary declarations as “the King is maker 
of the age,” (Raja Kdlasya KaranamY, and to the sitb- 

MahahhArata, Santiparva, ch. 69, si. 116-119: 

ITT || 

TTTTT I 

?T^ Tim ^5: 5TW !l ? II 
^ ^»jfTrT: I 

ITSTT: l|&5Hnd-3TqTfkT 3T^ II 

UW %dTdT ajTtUT ^ I 

gtruT =d3’Tur usir Wd drrryrn || 

See ibid., ch. 67, 40; 

IT ^dlcW^md^ TT3^d Ud ijfrTT: I 
TTfd't ^TddT f|-^T fdSfd |1 

Compare also the invocation to Vijnu, incarnating as the King, in 
Kamandaka’s Nltisara, I, 1 ; 

STUrdT^lidiT 5rT^d 'TTd fdSfd I 

U ^ddfd ?TrTTTH.^dTU dftdfd: II 

See also ibid., I, 9 ff. : 
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ordination of scientific ends and doctrines to political 
purposes and exigencies. We shall sec the effects of 
these tendencies when we come to questions of public 
finance. The dominance of metaphysical and political 
hypotheses, in regard to the origin and the end as well 
as the functions and the nature of man, and to the 
relation between secular and spiritual ends, might 
account for the insensible modifications in economic 
doctrines made to suit hypotheses. But, as will be seen 
in the course of the subsequent lectures, the advantages 
have been in excess of the defects, and our old Indian 
economic thought was to attain a degree of accuracy and 
thoroughness, which Economics was not destined to 
attain in the West, till it had passed through centuries 
of laborious and hampered development. 


Comparison jj. customary to compare the scientific 

of old , , . . 

Indian and thought of an ancient people with that of other ancient 
Greek Eco- peoples, who are supposed to share the primitiveness and 
Thought simplicity supposed to be characteristic of both. It 
might perhaps be helpful if we followed this practice. 
We have recently had in English some acute studies of 
ancient Greek economic thought.^ According to the 
most competent of these expositions the five characteris- 
tics of ancient Greek economic thought were : its 
simplicity, its confusion of public and private economy, 
its mixing up Economics, Ethics and Politics, its ascetic 
tendency and its socialistic trend. A study of our old 
economic thought reveals, on the other hand, its opulence 


^ UTTvtTTRT'. cTcf: IRI I 

^ ifWffd: | 

ft H 3 II 

1 C/. A. A. Trever, A History of Greek Economic Thought (Uni- 
versity of Chicago), and Laistner, Greek Economics (Dent, 1923). 
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rather than its poverty, and its complexity rather than 
its simplicity. The confusion of public and private eco- 
nomy and the tendency to socialism, which arose in 
Greece from the exaltation of the polls and the subordi- 
nation of the individual to the State, have no clear paral- 
lel in ancient India, where individual rights have been 
recognised and enforced equally in the ethical, politi- 
cal and economic spheres, with those of the philosophi- 
cal and religious. Indian economic thought is part of 
a great scheme in which ethics, jurisprudence and poli- 
tics have all a place, but, the confusion of Economics, 
Politics and Ethics which we find even in Plato has no 
parallel in the writings of the best Indian economists. 
As in modern times, Indian thought recognised the inter- 
dependence of knowledge . As in Greece, our economists 
emphasised the problems of consumption and distribu- 
tion, in preference to problems of production and ex- 
change. India has undoubtedly been even more recep- 
tive of ascetic ideals than Greece. But, unlike the 
Greek, the Indian had neither an inborn pessimism 
nor a sterility of soil and a low standard of productive 
activity. As we shall see later on, our economists had no 
hesitation in condemning asceticism, and even in sug- 
gesting punishments for those who sought to run away 
from their duties to find a refuge in the ascetic orders.’’ 


1 See Kautillya, II, 19 : 

3Tiir%r%^ 113^; || 

and ibid., Ill, 20 (p. 199, Mysore edn.); 





Kautilya, like Yajnavalkya, covertly attacks the Buddhist and hereti- 
cal sects, which popularised asceticism among men and women of the 
Sfidra or industrial caste, e.g., Yajhaz'alkya, II, 235 ff. : 
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In a later lecture, reasons will be advanced to show that, 
while in ancient India the State was invited to under- 
take, and actually undertook, many functions which 
socialists, ancient and modern, have advocated, yet these 
went hand in hand with an enlargement of individual 
rights and freedom, and with the growth of a type of 
economic organisation, which curbed the progress of 
socialism in its less reputable and less justifiable aspects. 

A comparison of the position of a great economist 
like Kautilya and a representative creative economist 
like Confucius might not be unprofitable.’" Confucius 
was born in 552 B.C., roughly two centuries ahead of the 
great Indian economist. Kautilya, like Confucius, was 
a great administrator and a great teacher. It was 
said of Confucius that he was anxious to secure politi- 
cal authority only in order to reform the Chinese world, 
and that he even considered it justifiable to accept the 
invitation of rebels so as to secure this object. The 
attitude of the Chinese sage might prove of interest to 
those who have occasionally derided Kautilya as a freak 
— as an Indian Bismarck.'^ As compared with Confu- 
cius, Kautilya had a more distinguished career as a poli- 
tician and administrator. Both became premiers, Confu- 
cius at the age of 56 and Kautilya, if Indian traditions 
are to be believed, in early manhood. The curbing of 
the power of refractory barons, the strengthening of 
regal authority, the destruction of adulterine castles, 
and the suppression of demagogues, are regarded as the 
chief achievements of Confucius. These are curiously 
paralleled in Kautilya’s career. The superiority of the 
Indian thinker to the Chinese, lies in Kautilya’s greater 
practical-mindedness, the more thorough way in which 


^Sce Chen’s Economic Principles of Confucius and his School, IQll. 
^See for example Indian Antiquary (1918), p. 158. 
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he welded theory and practice, and his virtual emanci- 
pation of economic and political theory from the domi- 
nation of ethics and metaphysics. Even more than the 
Chinese sage, Kautilya was primarily an economist. 
Both were philosophers interested in many things, both 
were successful statesmen, and both endeavoured to base 
their practice on fundamental moral principles. There 
has however been this difference in their posthumous 
reputation: Confucius has been canonised as a saint 
while Kautilya has been stigmatised as an Indian 
Machiavelli . ^ 

It has already been pointed out that while there is 
no single subject in India (Vartd, Arthasdstra, Danda- 
niti and Nitisdra) which corresponds to modern Eco- 
nomics, there are remarkable points of similarity in out- 
look, method and opinion between the political and eco- 
nomic thinkers of India and the Cameralists of modern 
Europe. Sir Jehangir Coyajee has in a brief essay^ 
indicated some points of resemblance and contrast be- 
tween Kautilya and some Cameralists. Old Indian 
Economists like Kautilya and Sukra stand above the 
bigger European Cameralists, as the latter tower over 
the predecessors of Adam Smith. This, with the range 
and intricacy of the subject, will justify a detailed study 
of Indian ‘Cameralism’. 


^Cambridge History of India, Vol. I, p. 490; B. K. Sarkar, 
7. 77. Q., Vol. II, p. ISO; Winternitz, Gcschichte der Indisclieti 
Litteratur, Vol. Ill, p. 523 f.; contra Kalidas Nag, Lcs Theories Diplo- 
inatiques de LTnde Ancienne, p. 112 (1923) ; Dikshitar, Kaufalya and 
'Machiavelli, I. H. Q., Vol. Ill, pp. 176-180. 

^Bengal Economic Journal, 1919. 
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LECTURE II 

Postulates of Ancient Indian Economics 

W’e may now proceed to deal with some of the Need to 
basic assumptions and implications of our old 
economic thought and to exhibit the foundations on Economics, 
which it is built. Students who, at the present day, 
are asked to accept the relativity of economic laws as a 
fundamental maxim of the science will realise the value 
of this postulate if they first survey the history of econo- 
mic thought during the last century. The story of the 
storm which raged round the validity of the teachings 
of the classical school of English economists, beginning 
with Ricardo, should prove a warning to those who would 
attempt to study the economic theories and practice of 
India, whether of the past or of the present, without 
first guarding themselves against causes simi- 
lar to those which led to that storm. After 
the indiscriminate zeal of his disciples had 

carried the doctrines of Ricardo to lengths, which 
revealed both their ignorance of his premises and their 
abuse of his logic, it was left to writers like Bagehot 
and Dr. IxIarshall to rehabilitate Ricardo’s theories and 
to demonstrate their validity on the hypotheses which 
he had implicitly assumed.^ This is why economists 
to-day define an “economic law” as a statement of ten- 
dencies, that is, a statement that a certain course of 
action might be expected under certain conditions from 

^ See W. J. Ashley, ‘The Rehabilitation of Ricardo’ {Economic Journal, 

1891, pp. 474-489) and A. Marshall, Principles of Economics, Vol. I, 
pp. 561-570, as well as W. Bagehot, Postulates of English Political 
Econotmics, 1885. 

5 
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the members of an industrial group. We now recognise 
that all scientific doctrines are in a sense hypothetical, 
since they assume either tacitly or avowedly certain 
conditions under which alone they are valid. After 
the clarion warning of Dr. Marshall, it would be foolish 
if economists neglected to emphasise the implied condi- 
tions of the science. The consideration of the postu- 
lates of ancient Indian Economic thought is necessi- 
tated as much by their essentialness to the correct under- 
standing of our old theories, in relation to the environ- 
ment in which they arose and the implied limitations 
under which alone they could be held valid, as by the 
need to bring out the fundamental unity which underlies, 
in spite of differences of race, time and longitude, all 
sound economic thought, whether of ancient India or 
Danger of of modern times. The errors into which his followers 
the omission, injudicious application of the teachings 

of Ricardo, when they overlooked fundamental assump- 
tions which underlay his arguments, such as the mobi- 
lity of labour and capital, the universal prevalence of 
competition, and the predominance of enlightened self- 
interest, should make us cautious lest, in our study of 
ancient Economic thought, we are led away by similar 
omissions into similar errors. If we fail to make this 
preliminary exposition of the foundations of ancient 



appreciate what is sound in our old theories, and thereby 
do injustice to thinkers like Kautilya and Sukra, but 
we shall also lose such advantage as may be derived by 
bringing to the inductive study of Economics the mass 
of data that could be gathered from the economic prac- 
tice of our ancestors. 
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is again conditioned very largely by their natural and thought 
social environment. The physical background of 
Indian Economics, in the past, could hardly have been 
very different from what it is at present. For instance, The impor 
the dependence of our agriculture on the monsoons and 

. irrigation 

on the water supply wdl explain not merely the emphasis works 
laid by the governments of the present day on the provi- 
sion of vast schemes of protective irrigation, but they 
will show how, in ancient India, the provision of similar 
works of utility was justified as much by economic states- 
manship as on spiritual grounds, like the belief in the 
merit accruing to those who provide such w'orks.’ It 
will account for the rules laid down by Kautilya and 
Sukra, compelling rural bodies to maintain in an efficient 
condition the irrigation tanks and channels of villages, 
and the stringent penalties in the ancient criminal law 
for damaging dikes, embankments and works of irriga- 
tion generally.^ It will explain the popular acquiescence 


*Cf. Likhita Smrti an,'1 Laghu Saiikha Smrti: 

JirarurF 3 qT 3 1 | » ll 

tr^nfq I 

RiraqfiT wq. ll ^ II 

^ ’?3 t;^ir 33 11 y 11 
333 ’jp 33 3 313 % II ^ II 

^Cf. Kautiliya (Mysore cdn., p. 47), II, 1: 

3^1333, 33^1^3^ 31 %3 3'333^ I 3T%3T 3T 31fI3t 4jfR3I3- 
1^3^T33t 53 k I 

Ibid., lY, 10 (p. 227) : 

333r3R'3 33 13^3: 3331^ fffiTTSRII. 1 3133^33; 

I 331^5^ 3 - 33 : I 
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in such encroachments on individual liberty as are 
implied in the levy of compulsory labour (z'isti) for the 
construction and maintenance of reservoirs and tanks, 
the excavation of channels and the erection of irrigation 
dams. It will show why so much importance is attached 
by Arthasastra to the maintenance of an attitude of 
reverential submission towards superhuman agencies, 
believed to regulate good harvests and seasonal rains.' 
Another illustration of the silent influence of natural 
environment on our old economic theory and practice 
may be found in the importance attached to stock-raising, 
which was advocated by arguments of expediency and 
piety, appealing to all castes and orders, and which 
stressed the duty of the humane treatment of cattle. 

Of the three original divisions of vMd — agricul- 
ture, cattle-rearing and trade — the second was deemed 
the most important. This is intelligible. In the earlier 


Sukranili, IV, iv, 125-128: 

^fd II t ^''1 ii 

gjwtftr: i 

Katt(illya, II, 1 , p. 47: 

^ (^y^JTT^JTT'JIT =?) ^ 

53: I ^ II 

Manusmrli, IX, 279 and 281 : 

aipm FRiTfi, 35^51^1 II 

So also Yajnavalkya, II, 278, and Safikhalikhita, Katyayana and 
Visnu, as quoted in Vivadaratnakara on pages 365, 367 and 360 respec- 
tively. 


Kau}illya, p. 118. 
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ages, the absence of other convenient form of wealth, 
and the facilities afforded by the vast areas of forest 
and pasture lands, dictate cattle rearing. Cattle 
ranges are naturally fitted for arid tracts, or for areas, 
which are liable to seasonal verdure and seasonal drying 
up. The only way in which human food can be pro- 
duced from such areas is to use them for pasture, and 
thereby convert the fodder of the areas into milk and 
other valuable forms of human food. Experiments on 
the feeding of animals conducted in recent times have 
shown that for every hundred pounds of digestible 
organic matter in an animal ration, the dairy-cow, of all 
animals, produces the maximum quantity of edible food, 
besides other useful by-products. These will explain 
the special pleas for cow-protection (goraksanay, which 
abound in ancient Indian literature, and the social 
consideration extended to those in charge of kine. 

Further illustrations can be furnished of the in- Social 
fluence of the physical conditions of ancient India, firstly, 
on the economic life, and secondly, on economic theories. 

But, it is hardly necessary for the main argument to di- 
late upon the geographical and ethnic factors, which, by 
shaping the conditions in which our ancestors lived, 
indirectly served to mould their economic and social 
ideas. The case is however different in regard to the 
notions underlying the social ideas of the time. These 
may be roughly classified as coming under, or as due to, 
religious, metaphysical and political bias. These 
assumptions, both individually and collectively, exer- 
cised a comprehensive and penetrating influence, which 
extended to and beyond social life, and moulded the 
economic theories of the time. 


^See, for instance, the Br<ihm6n<}a PurSna, ch. 37. 
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Relation of analysis of the conditions under which our 

Varnasrama. old economic thought arose, the first place should be 
given to the attitude of our economists towards Know- 
ledge and its divisions. In the first lecture, an endea- 
vour was made to show how our old economists accepted 
without hesitation the ancient doctrines of the unity of 
Knowledge (Vidycl) and its four-fold division into Reli- 
gion, Philosophy, Politics and Economics, their practical- 
minded indifference to the rivalry of science and art, 
their belief in the mutual interdependence of all branches 
of knowledge and of all forms of creative effort, their 
recognition of the correspondence and affinity between 
the four-fold divisions of Knowledge (vidya) and the 
four-fold division of the people {varna), the four-fold 
divisions of the stages of life (dsrama) and the four- 
fold division of the ends of existence (piirusdrtha), and 
their realization of the paramount need for the 
harmonious co-operation of all human effort for the 
purpose of attaining the highest immediate 
material benefit and ultimate spiritual ends. 
Eurther, it has been shown why the respective provinces 
of Vdrtd and Dandanlti frequently overlapped, and why 
the former came to be a comprehensive title for a group 
of specialised studies, some of which were to be found 
among the crafts (kald), whether we take the number 
of these to be 32, as 8ukra does, or 64 as Vatsyayana 
lays down.^ 


Character of Froiu all this, it would be seen why such works on 
nirtiL on have survived relate to technical craftsmanship 

Vans. rather than to the economics of industry and trade as 
a whole. It is unfortunate that among the works, which 
have apparently perished, should be those mentioned by 


XSukranlti, IV, hi, 41-129 and Kamasutra, I, iii , pp. 34-36 (Bombay 
edn . ) . 
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Sankararya/ the commentator of the Nltisara of 
Kamandaka, e.g., the works on agricultural economics, 
ascribed to the sages Gautama and ^alihotra, and the 
treatise on commerce composed by Videharajad It is 
not clear whether the Krsisangraha of Parasara (printed 
in Calcutta) is identical with the work on agricultural 
economics referred to by this commentator and by 
Bhattasvamin, the commentator on the Kaditillya 
Such works on Varta, as have so far been published, 
relate only to its sub-topics. Among them may be men- 
tioned the Yukti-kalpataru of King Bhoja, Ksetra- 
prakas.a, Mayamata, Silparatna, Santarangana- 
sutra and Vastu-vidya, which deal with architecture in 
its various divisions. Manuscripts of special divisions 
of Vdrtd exist, which treat of botany (Sasydnanda), 
forestry ( Vrksdyurved<a) , naval architecture and naviga- 
tion, metallurgy and meteorology. Readers of 
Kautilya’s Arthasdstra^ and Sukra’s Nltisdra might 
be able to recognise the manner in which the subject- 
matter of such special studies has been drawn upon 
and used in those treatises.* 

The bearing of philosophical ideas, which were Influence of 
current in ancient India as a large common fund of 
thought, “which like language belonged to no one in hypotheses 
particular, but was like the air breathed by every living nomic 
and thinking man’”, on the rise and development of ‘bought. 


In his commentary on Kamandaka’s Nltisdra, II, 14. 

2 In his commentary on Kautillya, II, 24, p. 134 (ed. Jayaswal and 
Banerji Sastri) . 

3 The extraordinary knowledge of the details of many crafts and ways 
of bringing up animals, etc., displayed in Book II (.Adhyaksapracara) 
might indicate borrowing from special treatises. 

* See the lists of available manuscripts and printed books on Vdrtd 
given by Dr. Narendranath Law in his Studies in Indian History and 
Culture, 1925, pp. 384-402. 

®Max Miiller, Six Systems of Indian Philosophy, pp. 104-112. 
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Final 
authority 
of Sruti. 


systems of economic as of metaphysical theory, has 
next to be considered. Many years ago, Max Muller 
drew attention to this common background, or common 
basis, of all our extant systems of religion and philo- 
sophy. Since he wrote in 1899, the debt of our Darsan-as 
to this common fund of philosophical ideas has been more 
fully revealed. But, what has not been made fully 
apparent as yet is the bearing of ideas like samsara 
(metampsychosis), karma (immortality of the soul), 
and the infallibility of the \Tda on the development of 
economic theories. The ideas of the immortality of 
the soul and its ceaseless pilgrimage from existence to 
existence explain the vivid feeling of individual res- 
ponsibility for one’s own actions. Such beliefs helped 
to link up economic activity with ethical and religious 
ideals. The doctrine of the infallibility of the Veda is 
implied in the important position given to revealed 
knowledge (trayi) in the scheme of regal and Brahmani- 
cal studies, laid down by our Dharmamstpas and Artha- 
sdstras. It may be not without significance that the 
enfranchisement of individual property, the evolution 
of the right of inheritance among sons, and the basing 
of both proprietary rights and the claims for inheritance 
upon the absence of religious or spiritual disability, and 
the limitation of the king’s authority in order to safe- 
guard the proprietary rights of individual cultivators, 
as explained in the later Smrtis and Dhannasdstras, are 
due to this doctrine of the infallibility of the Veda.'^ 
For, any institution or principle, for which a precedent 
is discovered in the Veda, becomes sanctified by its asso- 
ciation with the Veda; and, by that circumstance, it is 
raised above controversy, except for those who either 

1 See J. Jolly, Hindu Lau’ and Custom, 1928, chs. II and III, and 
History of Hindu Laiv, 1880, Lectures 6, 7, 8 and 10; K. P. Jayaswal, 
Manu and Yajnavalkya, 1930, Lectures 10 to 12; and Vedic Index, by 
A. A. Macdonell and A. B. Keith, 1912, passim. 
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ignore or challenge the authority of the Veda itself, as 
e.g., the Lokayatas, the Jains and the Buddhists. Even 
these unorthodox groups (while rejecting their sdstraic 
sanction) acquiesced in the conclusions derived from 
such assumptions, perhaps because they were already 
universally accepted by the people. 

The influence of the doctrine of Karma on Indian Doctrine of 
Economic thought is even more clear. For example, 

Sukra, a most acute writer, is a firm believer in 
Karma, like most people of his age. “Karma alone,” 
says he,'^ “gives rise to good and bad conditions on this 
earth; the deeds done in a previous birth (prdktan-a) are 
themselves nothing, but Karma. Who can even for a 
moment exist without Karma?” Siukra explains* the 
four-fold division of Hindu society, and the division be- 
tween Aryan and ‘barbarian’, as due not to the accident 
of birth but to the quality of their respective Karma 
(giinakarmahhih). In another context* Sukra main- 
tains that everything happens as pre-determined by one’s 
Karma, and that the attraction of virtue and vice to 
different types of individuals is also due to the inexo- 
rable law of Karma, dictating the fulfilment of the deeds 
of a previous birth. Even regal authority is based by 

^Sukraniti, I, si. 37: 

^ srfw i 

JtTrFmn m ii 

^Ibid., I, si. 38: 

H sfT^srm srfN^i 1^7 ^ l 

II 

Hbid., I, si. 45-46 et seq: 

it 

6 
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Sukra on Karma2 Sovereignty, he explains, is the 
fruit of austerities (fapas) done by the king in a previ- 
Divine right ous birth. A monarch owes his position to his acquired 
of Kings. nierit {Karma). Sukra even varies^ a familiar saying 
of Manu, so as to make it fit in with the doctrine that 
the king becomes the lord of both the movable and im- 
movable world merely through his own good action 
{karma), absorbing for that purpose the eternal prin- 
ciples of the eight guardians of the universe(Lo^a/td/a.y). 
It will thus be seen that even the Divine Right theory of 
Kingship, which Sukra accepts, in common with all the 
politicians of the age of the Brahmanical revival, com- 
mencing from the second century B.C., is affiliated to, if 
not actually derived from, a faith in Karma.® The wide- 

'^Sukranlti, I, q. 72: 

=? fkr: i 

^Ibid., si. 73-77. 

^The Divine Right theory appears prominently in Manusnifti, VII, 
3-13, cited below. Mr. K. P. Jayaswal — {Manu and Yajiiavalkya, 1930, 
pp. 96-99) — contends that the theory was opposed to tradition and was 
propounded by .Sumati (the author of the e.xtant Manusnirti according 
to :Mr. Jayaswal) to support Pusyamitra Suhga, the usurper, and his 
dynasty. 'He regards the injunction in Manusmrti, VII, 202, to instal 
as King over a conquered tract a scion of the old dynasty, as an 
assertion of ‘legitimacy in politics’. He attributes the growth of fatalism 
in politics to the influence of Buddhism and its popularisation of the 
theory of Karma. 

3RT^ If iqJiTri; | 
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spread character of the belief will also explain, firstly, 
the meek acquiescence in the established social order, 
divisions and positions ; secondly, the recognition of the 
right of every individual to discharge such duties as 
appertained to his station in life ; and thirdly, the general 
distrust of anarchical or revolutionary theories of 
society proposing the wholesale alteration of the caste 
and class divisions of the ancient Indian social order. 

It may be mentioned in passing that the ancient 
sceptical school of Brhaspati, which is probably identical hedonism of 
with the school of the name, cited by Kautilya as a spe- 
cial branch of the recognised scheme of metaphysical 
studies (diiviksikl) , enunciated (along with its affirma- 
tion of dAbelief in the immortality of the soul, the 
infallibility of the Vedas and the necessity for Var- 
ndhamadharma,') a crude hedonism, which, under 
other circumstances, might have been developed and 
popularised, so as to substitute a secular for the reli- 
gious and metaphysical background of our old economic 
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Justification 
of the State. 
Its necessity. 


and political theories. The reasons for the failure of 
this school to influence the minds of the people has to be 
sought, mainly in its own inconsistency and its crudeness, 
to judge it by the solitary citation from the text-book of 
the school which has survived.’’ 

On a mixture of religious, political and economic 
grounds, the necessity for the State, or at least for a per- 
manent form of social organization, is repeatedly affirm- 
ed in all our literature. As a matter of fact, ancient 
Indian Economics starts with the fundamental assump- 
tion that the State is a necessity. If we separate the 
adventitious accretions made to this idea in later writ- 
ings, by the substitution of ‘Monarch’ for the ‘State’, 
we shall find that, from our earliest literature down 
almost to the threshold of our own times, there runs 
through the stream of Indian thought the repeated affir- 
mation of the need of the State, the political community 
and group organisations. We may even say that organi- 
sation in groups, for the greater efficiency of the mem- 
bers and for their greater mutual security, is deemed 
as in no way inconsistent with such views as that a 
‘king can do wrong and can therefore be removed or 
killed’, or that ‘an administration can be overturned,’ 


I See Max Miillcr — 'Six Systems^, pp. 94-104; also pp. 2-15 of 
Sarjadarsana Samgraha (ed. V. S. Abhyankar, 1924). The following 
texts are illustrative of the teachings of the School : 
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or that ‘a particular form of political machinery or any 
political conditions can be altered.' The Indian mind Horror of 
viewed with horror a condition of statelessness 
jatd) . As illustrations of this feeling, reference may 
be made to the laboured accounts to be found in our 
DliarmaMstras, Arthasdstras and Nltisdstras, as well 
as in canonical Buddhist literature, to the origin of the 
State, and of sovereignty, in a social comjfact, and to the 
confusion of the pre-State epoch, which led to the erec- 
tion of a government by compact, or to the creation of 
a ruler by the Supreme Being.’' In a famous chapter 
of the Sdntiparva of the Mahdhiidrata, Brhaspati (the 
eponymous founder of the Lokdyata school) describes 
in vivid ternts the misery of anarchy and the blessings 
that flow from monarchy. “The duties of the subjects 
have their root in the king. That people did not devour 
one another is due to the fear of the king only. As 
fish in shallow waters and birds in the air would en- 
gage in internecine quarrels and perish, so would people 
die without a king. They would sink into utter dark- 
ness, like cattle without a herdsman, if there was no 
king to afford protection. No sense of mine or thine 
(he., property) will exist without a king, and neither 
wife nor child nor wealth can be possessed. Every- 
where there would be theft. Virtue will be assailed and 
vice will prevail. There would be neither disapproval 
of adultery nor the practice of legitimate pursuits like 
agriculture and trade. The Vedas will disappear. 
Sacrifices will not be performed. Marriages and happy 
gatherings of people will cease." In the same context, 
it is added that, where a king exists and affords protec- 
tion, people sleep with their houses open, women decked 

^Kaiililiya, I, 4; Maliabhwata, XII, ch. 66 and 67; Manusmrti, 

^'II, 21; Diglm Nika\a, Agganna Suttania, III, p. 93; and Mahevastn, 
ed. E. Senart, Vol. I, pp. 347-348. 
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Consequen- jn omaments roam fearlessly on the highway, people 
implications, practise virtue, the Varnasramadharma is duly main- 
tained, and agriculture and commerce, which are the 
roots of worldly prosperity, do not go out of order. The 
elaborate description of the evils of anarchy is paralleled 
by a similar passage in the Ayddhyakanda of the Rdmd- 
yana. The drift of such statements is that even for 
the bare existence of people, no less than for the safety 
of civil institutions, of morality, of science and of art, 
an organised polity, in the usual form of a monarchical 
State, is vital. The universal acceptance of this maxim 
will explain certain peculiarities of our old economic 
theory. Public Finance, for instance, though not a sec- 
tion of Varta, becomes an even more absorbing subject 
of economic and political speculation than the recognised 
sub-topics of Vdrtd. All economic activities, despite 
the recognition of freedom of contract, of individual 
liberty and of the viciousness of such restraints of free- 
dom as are not sanctioned by custom or by usage or by 
sacred law, are held to be conditioned by the necessity to 
subordinate everything to the maintenance of the State. 
Just as exemptions from Vanidsramadharma rules, res- 
tricting castes to their traditional occupations, are grant- 
ed in times of distress' as apat-dharma, so the dire 
necessity of the State is held to justify fiscal measures 
of even an arbitrary kind, which might ordinarily be 
condemned as contravening the rules of piety and 
morality.^ 

Indian lu Considering the fundamental assumptions of old 

Sodal'^* Indian economics, such aspects of the theory of Social 

Contract. 

^ See for such exemptions; A/'astamba, I, 20, 10^21, 4; Gautama, 
VII, 1-26; Vasi^tha, II, 22-39; Baudhayana, II, 4, 16-21; Manusmyti, 
X, 81-98; Vi-snu, II, 15, LIV, 18-21; Yajiiaz'alkya , III, 35-40; Narada, 
r, 56-60; and Mahabharala, XII. ch. 263, 44-45. 

2 Note the devices to replenish the Treasury mentioned by Kaufilya 
in Bk. V, ch. 2 of the Arthasastra. Cl. Sukranlti, IV, ii, 15-22. 



Theory of Social Compact 


47 


Contract alone are relevant as furnish the accepted bases 
of economic life. The theories of Social Contract, which 
we find in Kautilya’s ArtJuisastra, in Maniismrti, in the 
Mahabharata and Sukraniti, as well as in the Buddhist 
Dighanikaya and Mahavastu, have all the following 
common features. The original and natural condition 
of society was pre-political. In some cases, it w'as a 
happy condition; but in most it was one of confusion 
and of the war of every one against every other. In 
the picturesque metaphor of our literature, it provided 
facilities for a fish-like struggle for existence, in which 
the strong swallowed the weak. The ruling principle 
of this age was this doctrine of the survival of the 
physically most powerful {Mdtsyanydya) This stage 
was succeeded by one in which a stable government was 
established by a Social Compact, entered into by the peo- 
ple between themselves, determining how they should 
respect their reciprocal rights. The governmental com- 
pact creating the State or Sovereign came later when 
this Social Compact failed. According to a variation 
of the theory, the government was created in the first 
instance itself. The creation of the government is attri- 
buted in the Buddhist versions of the theory to the elec- 
tion of a ruler by general consent (MaJidsammata) . 
In the Brahmanical epics, it is attributed to a pact be- 
tween the people and the first Manu, who was divinely 
inspired to undertake the duty of protecting the world. 
Manu was reluctant to accept the ‘kingship of men’, 
through a fear that their sins would lie heavily on him. 
The people quieted his apprehensions by undertaking 
to bear the burden of their own sinful acts. They 
also agreed to surrender a sixth of their earnings to 
Manu as remuneration for protection. A further 

1 C/. Dikshitar, Hindu Administrative Institutions, ch. I, 
sec. III. 
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elaboration of the theory in the Mahdbharata made out 
that a wicked king named \'ena, seventh in descent from 
the first Manu, was killed because of his tyranny, and 
his son Prthu was created through the spiritual merit of 
Brahmanas, who pierced the right arm of VTna with 
kusa grass. Prthu was then enthroned after taking 
the following coronation oath‘ (Pratijna) : — “I will 
constantly protect the Earth in thought, word and deed. 
I will carry out the established laws in accordance with 
Dandaniti. I will never act arbitrarily. The twice- 
born classes will never be punished by me, and I will 
save the world from the danger following the inter- 
mixture of classes {Varnasamkara) 

and their The gist of all these theories is the justification of 

implications, State as an economic as well as a political necessity, 
since it was required for the purpose of securing peace 
and order. The continuance of the .State in an efficient 
condition was therefore deemed to be a primary end 
of social and individual effort. It was not merely the 
duty of the king to ensure this, but that of every member 
Rights and of Society. On the part of the king, this took the form 
obliptions Qf obligation to live up to the prescribed regal ideals, 
of kingship dharma of individuals, castes, corpora- 

tions and peoples, discharging properly his own personal 
duties as a protector, judge and sacrificer, and mak- 
ing himself personally responsible for all the sins and 

t The vow dictated to Prthu and taken by him is given thus in the 
Malidbhamta, XII, 58, si. 115-117: 

jfRRri fm I 

m || 

qarnr ^ I 

TJ irfh^TRr^ ^rr: i 

^ ^ II 
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misfortunes of his subjects. The intimate connection 
between religious and civic ideals is illustrated by the 
belief in sacrifices {yajiia) as the source of wealth. 
Since wealth was the source of life, life depended ulti- 
mately on sacrifices. As instances of this doctrine, we 
might refer to Kalidasa’s famous allusion to the manner 
in which King Dilipa ‘milked the earth for the purpose 
of sacrifice and Indra milked the heavens for fertilising 
rains’,^ and the famous passage in the Gita describing 
the cycle formed by food, rain, sacrifice and Karma. 

This personal responsibility of the king for even 
seasonal vicissitudes explains the minute regulation and 
supervision of the details of life by the State, such as is 
enjoined by our Dhanmsdsfras and Arthasdstras and 
was actually in force, if we might credit the testimony of 
foreigners like Megasthenes. That this regulation of 
castes and conditions of life was not merely a religious 
or sacerdotal ideal but was actually carried out is evi- 
denced by the social history of mediaeval Hindu king- 
doms down to the breakdown of the Maratha rdj. A 
typical illustration is given in a passage of the Rdja- 
tarangim of Kalhana, which refers to an incident which 
occurred about 918 A.D. “The king,” states Kalhana, 
“was ever ready to exercise control over the castes and 
conditions of life among his subjects. On discovering 
that at Cakrainela, a Brahmin ascetic Cakrabhanu by 
name had departed from proper conduct, in accordance 
with Dharma, the king punished him by branding on 


Raghuvatiitsa, I, 26 : 

ITT ?r I 


Bhagavad-gita, III, 14: 


7 


State regu- 
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his forehead the mark of a dog’s foot.”^ Asoka’s con- 
stant exhortation to his people to live morally and his 
frequent attempts to regulate even the trifling details of 
their private lives proceeded as much from the zeal to 
conform to the regal ideals of his day as from his own 
personal predilections. 

Occasionally it was possible to override a 
non-secular prejudice against a certain calling or 
pursuit if there was a strong economic necessity 
to do so. This is illustrated by the variety of opinion 
in regard to the loan of capital for interest. The lend- 
ing of money for interest (zrddhi) is known in our lite- 
rature as “kiislda”. The popular attitude to the usurer 
is indicated in the sneer of the Garudaf>urana that ‘the 
usurer thrives even when all others perish’, and from 
the famous statement of Brhaspati that the name 
Kusida is derived^ from the usurer exacting from his 
debtor four-fold or even eight-fold the principal sum 
lent without hesitation, even when the debtor is perish- 
ing. Nevertheless, no such antagonism to the lending 
out of capital for interest arose in ancient India as in 

Rajatarahginl, VI, 108-109: 

Branding on the forehead the figure of a dog is the prescribed 
punishment only for theft. Cf. Manusmyti, IX, 237 and 240; Baudha- 
yana, I, 18, 18; Vi^nu, V, I, 8; and the verses from the law-books of 
Brhaspati, Narada and Yama cited in Vivadaratnakara, pp. 634-637. 
CakrabhSnu’s punishment for a general transgression was perhaps justi- 
fied on some rule like the following of Apastamba, II, 10, 27, 18-20: — 

m ; 3WJTT* 

Jfm: I 

I 

=^33^ ^ tici: II 
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mediaeval Europe. The horror of usury in the latter 
is illustrated by Dante’s well-known lines assigning to 
the same Hell the usurers of Cahors and sinners of 
Sodom.^ In ancient India, interest is regarded as a 
normal share of the national dividend. In spite of the 
early prejudice against it, which survived in its name 
(kitsida), it became one of the recognised divisions of 
the study of Vdrtd.^ 

Another hypothesis of our old Economics is the individual 
recognition of the freedom of the individual. Freedom ° 
is a logical corollary to the spiritual responsibility of the 
individual for his actions {karma). It is denoted, on Derivation, 
the positive side, by the freedom for contract in ancient 
Indian society and the large space devoted to contract 
in Hindu legal treatises. Even persons of imperfect 
rights like women and slaves were, in certain circum- 
stances, as competent as fully free persons to enter into 
valid agreements. A slave had the right to purchase 
his freedom.® Degrees of limited freedom were en- Limited 

, c , j Ireedom. 

joyed under Hindu law by serfs, slaves and women, and 
in the earlier epochs by persons under patria potes- 
tas.* There was a graduation in the scale of liberty. 

Gautama, XV, 18 forbids the feeding of an usurer in a Sraddha. 

Manusmrti forbids a Brahman’s eating food' offered by an usurer (IV, 

210 and 220). 

1 Cf. Dante’s Inferno, Canto XI, Cary’s translation : 

“And thence the inmost round marks with its seal 
Sodom and Cahors, and all such speak 
Contemptuously of the Godhead in their hearts.” 

Cahors was a city of Guienne much frequented by usurers. 

2E.g., Sukranlti, I, 310 and Bhacfa-Mla Purana, X, 24, 21. 

^Kaupil'iya (p.- 182, Mysore edn.) : 

3TTfJTrraTTfT (^:) I ^1^ • 

3TT^ I 

p.l83: ^ ^ I 

4See folly— History of Hindu Lazo, Lect. 4 and his Hindu Law and 
Custom, Eng. trans., pp. 166-176. 
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which even a free individual enjoyed, and which depend- 
ed on his status {e.g., pupil under a teacher), or his rela- 
tion to others as fellow members of a group, e.g., 3reni, 
pilga, ktila, sangha, etc. Except perhaps in epochs of 
Brahmanical reaction, as for instance in the epoch of 
the Suhga empire, the mandatory provisions in the 
Dharmasdstras regarding Varijdsramadharina were sel- 
dom actually enforced in their rigor.^ While occupa- 
tion ordinarily followed caste, it is evident from the 
testimony of the great epics, the Jdtaka,^ and the lists 
of crafts given in Hindu and Buddhist literature, that a 
person born to one occupation could shift to another if 
he was unable to follow his hereditary calling or was 
attracted to another by inclination or talent. The chief 
effect of caste on profession was that it ensured to every 
one an occupation by birth. The horror of a mixture of 
castes {varnmanikam) , which is often expressed in vivid 
language in our literature, was not due to the fear of 
a confusion of caste occupations but to that of a racial 
mixture following the promiscuous intermingling of 
castes, within wedlock or without it. The conditions 
of the age naturally led to stressing the value of group 
organisation. Society was split up politically into 
small states, enjoying varying degrees of autonomy, 
and interludes of good government. Political bound- 
aries were variable. The incitement to internecine war 
existed in many forms. The growth of a national feel- 
ing, following a permanent territorial settlement, was 
attended with great difficulty. Under such conditions, 
one way of protecting society against disruption was to 
emphasise the utility of class divisions and corporate 
organisations within society, and to enlist the support 


^ See Jayaswal — Mann and Yajnavalkya, pp. 85-90. 

2 See Jdtahi (Eng. trans.. Ill, 401; IV, 84, 169, 207 , 361, 363 , 457; 
VI, 348, 364 and 369. 
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of public opinion and governments, in enforcing the rules 
of such groupings. This would explain the importance 
attached to caste and guild rules in our ancient societies, 
and the precepts in Arthasdstras and Dharmasdstras 
safeguarding the customs, practices and bye-law of 
castes, guilds, clans and communities generally, as if 
they were laws enacted directly by the Government.^ 

In connection with this question of economic free- Status of 
dom, we may glance at two features which may be 
regarded as normal to our ancient society. The first 
concerns the status of women, and the second that of 
slaves. The prominent features of the status of women 
in ancient Indian society are that, as in Rome, a woman 
is in law never independent, though she has the right of 
separate property.^ The power of women to bestow 
gifts, and to sell property existed and is variously ex- 
plained. All or some women are free from taxes. A 

Kaufillya, III, 7 (p. 165); also Manusmyti, VIII, 41: 

Cf. Apastamba, II, 15, 1; Gautama, XI, 20; Vasiftha, XIX, 7; Bau<- 
dhayana, I, 2, 1-8; Visnu, III, 3; Yajnavalkya , I, 360, Narada, I, 7; 

Byhaspati, I, 26, 30 and II, 26, 28 and Sukraniti, IV, V, 89-100. 

* Gautwna, XVIII, 1 : 

3R<=id?5rr vm # i 

See also Manusmrti, V, 147-149 and IX, 2-3 ; Yajnavalkya, I, 183, 186 ; 

Vipnti, 25, 4-6 and 13-14; Sukraniti, IV, 4, 11. 

See Gurudoss Banerjee — Hindu Lam of Marriage and Strldhana, 
passim-. Jolly — History of Hindu Law, pp. 76-81 and pp. 226-259 (history 
of female property) and Jayaswal — Manu and Yajnavalkya, pp. 225-235 
and pp. 256-261. In Kautilya’s time a wife could bring an action against 
her husband for assault and defamation, e.g., Kaufiliya, III, 3 (p. 154) ; 

‘im (f^:) RqrqJU’JR. I 

II cT^ iTcTR II 

Jayaswal ascribes to Buddhist influence the deterioration in the sta- 
tus of women, (op. cit. p. 232.) 
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woman without protectors becomes a charge upon the 
State. A knowledge of Arthasastra is open to women 
as well as to Sudras, though both are shut out from a 
knowledge of the Vedas. Generally, the attitude 
towards women partakes of the healthy regard for the 
sex, which we may expect to be inherited from the ^^edas. 
In the famous passage in the 46th chapter of the Anitsd- 
sana Parva of the Malidblidraf a, men are asked to show 
women all honour and consideration. The solidarity 
of the family is made to hinge upon its women. In 
picturesque language, women are referred to as the 
living goddesses of prosperity, to be cherished as LaksmI 
herself.^ It is worth noting the salient points of 
difference between the old Indian attitude towards 
women and the comparatively lower position accorded 
to them upto recent times in the West. 

Slavery is commonly regarded as one of the devia- 
tions from the general rule of individual freedom. Our 
Dharmamsfras and ArthaMstras detail elaborately the 
sources of slavery.^ The chief economic feature of 
Indian slavery is that the slave is treated as a member of 
the family, is entitled to the inviolability of his person, 

^Cf. op . cit . 

^ ^ ’jyqRi II K II 

i%fgr gm iifhfirsugT i 
Wll«d[ PPIfRII ?fr: W ggfh II II 

^See Jayaswal, Manu and Yajnat<alkya, pp. 116, 176, 180; 199; 203; 
208, 209, 210, 257 ; 302 and 303. Apastamba rules that even if a man can 
starve his wife and son, he cannot starve his slave (ll, 4, 9, 11). Kau- 
tilya urges the King to compel owmers of slaves to attend to their com- 
plaints (p. 47). He has a whole chapter on Slavery (Dasakalpa, pp. 181- 
184) and rules that 'no drya can be a slave’. He would fine an owner who 
has intercourse with his female slave (p. 230). 

For slavery generally, see Manusmrti, IV, 253-256; VIII, 66, 70; 
180; 185; 363; 415-417 and IX, 55; Ndradasmrti, V, 26-43 and Sukra- 
nlti, IV, V, 579. 
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and cannot be set to do menial and degrading work. 
Moral degeneracy and the degradation of manual occu- 
pations, which usually flow from compelling the slave 
to all hard work, were thus avoided in ancient India. 
The Indian slave was more a hereditary domestic ser- 
vant than a slave in the western sense. He could pur- 
chase back his freedom, or could be set free by the simple 
ceremony of having a pot of water broken, when poised 
on his head. One way in which his servitude pressed 
on him was his inability to own property and to use his 
personal earnings. Such passages in our literature, as 
relate to the condition of Indian slaves, show clearly that 
the lot of the slave born in the owner’s house was better 
than that of the hired free labourer. The Buddha dis- 
couraged slavery by ruling that no slave might be 
employed by monks.’' Such slave risings as we come 
across in European history were impossible in ancient 
India, not merely because of the absence of the excesses, 
which disfigured western slavery, but because the uni- 
versal belief in karma tended to make the slaves bear 
their lot with fortitude, if not with contentment. In 
India, new races formed new castes, and free races led 
to the growth of free castes. Slavery, therefore, in 
ancient India did not breed any race contempt, conse- 
quent on the subjection of men of one race to those of 
another, as it did in America. To a foreign observer, 
the condition of the slave in ancient Indian society would 
not appear as appreciably different from that of a free- 
man, and it might even seem distinctly better than that 
of free-born men, who were low in the social scale. It 
is therefore not to be wondered at that Megasthenes 
affirmed that slavery was unknown in India, that no 
Indian slave existed and that all Indians were free. The 

^Tevijja Sutta, ch. 2, 9 trd. Rhys-Davids, Buddhist Suitas, Vol. I 
(S.B.E., XI), p. 191. 
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importance of the slave in our ancient industrial and 
agricultural economy was duly appreciated. It is 
testified to by the elaborate rules on slavery in Kautilya’s 
Arthasdstra and the later Smrti literature. 

The existence of private property, not only in 
movables but in land, is another postulate of our old 
Economics. In Vedic literature there is nothing to 
show that the community as such held any land.^' What 
is known of Vedic society indicates that individual tenure 
of land was known as well as tenure by a family. The 
very ancient practice of branding cattle with marks 
of ownership denotes the existence of property right^ 
in these forms of portable wealth. Even in Vedic 
times the evolution of the separate property of women 
had begun. In the oldest of our existing law books 
(e.g., Gautama) eight sources of property or owner- 
ship are given, which later elaboration expanded to 
fifteen. Inheritance, purchase, partition, seizure, dis- 
covery, gift, gains of agriculture and trade, and con- 
quest are among the recognised means of proprietary 
acquisition. As regards land, whether the individual 
possessed a right of absolute property or not as against 
the State,^ he had clearly a right, which was trans- 
ferable, saleable, and of a durable character, and was 
subject only to the eminent domain of the State, as 
denoted by his obligation to contribute to the public 
fisc and his submission in certain circumstances to the 
law of treasure trove. The right of property is, how- 
ever, restrained in various ways. A complete property 


^ Vedic Index, I, pp. 245-246. 

^Ibid., p. 229; Gobhila, III, 6, 5; Atharva Veda, VI, 141. 

^ Vyavaligra-mayukha, IV, 1. (Borrodaile’s trn., Stokes’s Hindu 
Lave Books, p. 44; Mandlik’s trn., p. 34.) 
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right implies the right to use, to alienate and to destroy.^ 
In regard to certain forms of property, such as slaves, 
the right was much restricted by rules and by moral 
considerations. Alienation of land was similarly res- 
trained in the earlier periods, but the restrictions were 
gradually relaxed, leaving only the right of pre-emption 
to a man’s neighbours or to his village to purchase his 
land in preference to outsiders. As a matter of fiscal 
expediency, to which mediaeval English history furnishes 
a parallel in the statutes of Mortmain, the alienation of 
taxable land to those who were personally tax-free was 
prohibited.^ The full enjoyment of property, both 
movable and immovable, was likewise restricted by 
various sumptuary laws. The law of treasure trove limits 
the right of the owner of the land on which the treasure 
is discovered to only the larger share of the discovered 
treasure.® The rules of the ascetic orders, which the 
State undertook to enforce, laid further restrictions. 
In the first and last stages (asrama) of the life of a man 
of the two highest castes, proprietary rights were practi- 

’iThe laws (Katifiliya, p. 197; Manusmrti, VIII, 285; Yajnavalkya, 
II, 227-9; and Agiiipitrana, ch. 227, si. 32 and ch. 258, si. 25) against 
the needless destruction of valuable trees is no real limitation of the 
property in them. 

^^ 3 : 1 : ^^5 arr'IR ^ 53: 1 slfKIW: I 

1J5: I ^ nmRT: | 

(Kau(iliya>, III, 10, p. 171.) 

^Kaufillya, IV, 1, p. 202: 

5IcRTf^|?l I ^ I 

Manusmrti, VIII, 35 and Yajnavalkya, II, 35 confirm this propor- 
tion. So does Vmktha, III, 13, and Gautama lays idown (X, 42-44) : 

A text of Narada quoted in Candeswara's Vivadaratnakara (p. 643) 
says unequivocally : 

8 
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cally in suspense. The State’s eminent domain extends 
to all forms of property, and is illustrated by the 
rejection of any right in the owner of a private pro- 
perty to maintain public nuisances', by the right of the 
State to levy cesses and fines, and to forfeit property 
in certain cases, and by the State’s right to escheat 
ownerless properties of all but Brahmanas.^ 

The last important postulate of the ancient Indian 
Economics is the acceptances of group organisations, 
as normal forms of economic life. Such an organisa- 
tion is not merely an ordinary feature of ancient Indian 
life, but it is the chief secret of its economic success, as 
it has been in the case of western civilisation in compara- 
tively recent times. Economic combinations of various 
kinds are known from Vedic times. The extent of 
corporate activity is shown by the number of dififerent 
expressions in vogue in our literature to denote groups 
of dififerent types. We have for instance "Sreni,’^ 
which is defined by Medhatithi as “guilds of merchants, 
artisans, bankers, or Brahmins learned in the four 
Vedas,”' or by Pdnmi as “an assembly of persons follow- 
ing a common craft or trade and a common duty”*; 
'Kula/ which suggests a group united by the tie of kin- 
ship and which is frequently met with in Kautilya’s 
time® ; ‘Gmm/ originally an assemblage of families or a 
fraternity, but later a political corporation®; ‘Piiga/ 
an assemblage of a village or township, comprising 


Kautiliya, Bk. Ill, ch. 10. 
^Ibid., Bk. Ill, ch. 5, p. 161: 


^RI 

3 In his comment on Manu, VIII, 41. 
MV, 1, 170. 




® Narada, I, 7 ; Vlramitrodaya, p . 426 has : 

Tf ?i>ir: | 

^Yajnavalkya, II, 230. 
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more than one Sreni; and “Sangha," which is simply Sangha. 
any association for the realisation of common ends. 

It is noteworthy that these group organisations'^ existed 
side by side with the caste divisions, and probably re- 
presented cross divisions and elaborations of the castes. 

Apart from the organisations of the type, whose per- 
manence as guilds is indicated by their being made ‘Combines’ 
trustees and custodians of charitable endowments, we 
have references to co-operative enterprises (Sambhuya- 
samutthana) , and ‘occasional’ combines such as that of 
traders for the purpose of causing a rise or fall in prices, 
which Kautilya denounces.® We have abundant 
evidence in our literature in regard to the possession 
by these group organisations of definite constitutions 
and suitable administrative machinery. Besides these, 
there were schemes of associated enterprise. 

The Craft and Merchant Guilds of India were 

. . - j. Guilds — 

organised on roughly the same lines as those of mediae- their nature 
val Europe. The regulation of the conditions of powers, 
work, the rules of apprenticeship, and the control of 
the craftsmen, the maintenance of standards of work, 
the defence of common interests, and the punishment 
of the members for violation of craft rules are among 
the functions common to both. Their democratic 
character is signified by the provision that even the head 
of the guild might be punished if he defamed a member, 
and by the recognition of the power of the guild to 
remove and punish its chiefs.^ Guilds had definite 
rules for distribution of their profits. The merchant 

^ For all such groups, see K. P. Jayaswal, Hindu Polity, 1924, passim. 

For Samgha, see Pdnini, III, 3, 86. 

*Bk. IV, 2: p. 204: 

® Vivddaratnakara, ch. 19. 
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guilds were apparently not of a permanent character, and 
were somewhat like the joint-stock ventures of the 
chartered trading companies of England in the 16th and 
17th centuries. Numerous illustrations are available in 
our literature to show the vast power of these corpora- 
tions within the State and their pervading influence in 
society. Guilds taxed themselves. They could even 
become a menace to the central government. The appre- 
hension that they could do so existed in the minds of 
statesmen. The Mahabharata suggests, for example, the 
placating of the guildsmen, lest their disaffection over- 
turn the State.^ Agreements entered into with guilds 
were inviolable, and had the implied sanction of the State 
behind them. The fear of danger to the State from the 
unrestrained power of the guilds will account for the 
elaborate regulations restraining guilds. There are 
several rules in the later smrtis and nibandhas and a 
whole chapter in Kautilya’s ArthaMsfra, which come 
under this category.* 

Guilds had freedom to undertake any lawful occupa- 
tion, and to do everything which was not injurious to the 
interests of the State. Sowers of dissension among the 
members of guilds were punished with marked severity. 

^ Gams and their Confederations: 

The whole of Chapter 107 of Santi Paroa, Mahabhsrata, is devoted 
to the characteristics of Ganas. Jayaswal {Hindu Polity, 1924, Ch. 14) 
has extracted and translated the entire chapter and annotated it. A Gana 
means the whole body or its general assembly {ecclesia) and not its 
executive or governing body. The latter was formed by Gana-mukhya’s 
(chiefs) and Pradhanas (presidents?), who conducted the government 
and administered justice. Ganas were numerous. Their alliance 
was sought when they were strong. The weakness of the gaiia lay in 
the impossibility of keeping questions of policy secret, when divulged 
to the entire gana. Ganas formed close unions {samghdta) which Jayaswal 
styles ‘confederacies’. There is no indication in the chapter that the 
Ganas owed allegiance to kings or that they were conquered. The disunion 
referred to in the chapter is within the confederation and within the Gana. 

^Kaufiliya, Bk. Ill, ch. 14. 



Contract and Status 


61 


Dissidents in guilds were also punished. The autono- 
mous guilds had not, however, the freedom to commit 
wrong, to infringe rules of morality, to outrage public 
decency, or to endanger the welfare of the State. The 
king was not merely permitted, but enjoined, in such 
cases, to check the activities of the guilds.^ The assump- 
tions that the Indian State was a ‘lawless organisation’ 
and that it existed either as a capricious dictator or as a 
superior, silently acquiescing and allowing local organi- 
sations to remain unsupervised and uncontrolled, will 
be inconsistent with the evidence. 

It is often said that the primitiveness of our old Status 
society is shown by the power of custom over contract, ComTact 
and aphoristic statements like those of Sir Henry Maine 
about the ‘progress of society from status to contract’ 
are applied to the conditions of ancient India. To 
periods in which well-developed governments existed in 
ancient India, this description will not be applicable. 

In a large measure, a person’s rights and liabilities were 
then determined for him by his status as a member of 
a family or a caste or a guild, within the groups and 
often even outside them. His right and his capacity 
to make valid contracts co-existed, and the determining 
economic factors then were both custom and contract. 


5. See the sections on Samhhuya Samutihanam and Samvidvyatikrama 
in Digests i^nihatidhas) like Candcswara^s Viv^daratti&kovQ. 




LECTURE III 

Divisions of Economics : Consumption, Production 

If we use modern terminology in rendering ancient Differences 
Indian Economic ideas, it will be possible to bring the regard to 
treatment of Economic topics by Indian writers under divisions of 

, , , , r 1 f • 1* -1 • Economics. 

the usual heads of production, consumption, distribution 
and exchange, almost as in a modern text-book. Our 
knowledge of the economic views, which prevailed in 
ancient India, is derived from two classes of works 
which may be roughly distinguished as ‘secular’ and 
‘religious’ or ‘non-secular’. To the former belongs the Differences 
literature of Arthasdstm including Nltisdstra. The outlook 
latter is chiefly represented by Dharmasdstra and bythem, bet- 
the canonical literature of the Buddhists and Jains, o^arma- 
This distinction between sources is useful in bringing sastra 
out prominently a difference in treatment and outlook, 
which sought to distinguish the relative importance of 
the divisions of Economics. For example, questions of 
consumption and distribution are very much more to the 
fore in the second group of works, i.e., the non-secular, 
than in the first. On the other hand questions of pro- 
duction and exchange are given very much more promi- 
nence in Arthasdstra. This bias of the secular writers 
in favour of production and exchange is intelligible. 

Their chief purpose was to uphold state and society and 
to secure such conditions as would make for the effi- 
cient continuance of both. Questions of distribution 
and consumption have interest to them mainly as con- 
cerning the well-being of the community in the first 
place, and of individuals as producers and as members 
of the community in the second. The pre-occupation 
of Dharmasdstra and the canonical texts with questions 



64 


Ancient Indian Economic Thought 


of consumption is equally explicable. The prime con- 
cern of canonical writers is to maintain the social 
order prescribed by tradition. The minute regulation 
of the lives of individuals and the sections of the popu- 
lation, through rules determining the consumption of 
wealth, suggested itself naturally as a powerful instru- 
ment for promoting social stability. Canonical writ- 
ings as a class favour ascetic ideals. This predilection 
shows itself in the thoroughness with which ciuestions 
of personal consumption and standards of life are dealt 
with in non-secular writings. Theories of divine sanc- 
tion for the creation of the different castes (varnas) 
and stages of life (asratnas) raise important cjnestions 
of distribution. If anything like a general acquies- 
cence in the theory of the divisions of society into classes 
and orders was to be perpetuated, a rational justifica- 
tion for the desired social order had also to be discovered 
for it, over and above divine sanction. This is why 
rules of distribution are often supported by reference 
to revelation (sriiti) as much as to reason (nydya). 

Neglect of questions of consumption and distribu- 
tion by some of the older modern economists, and the 
prominence given to these subjects by recent writers, have 
a parallel in ancient Indian Economics. The analogy, 
however, is not complete. For, while this difference in 
the emphasis laid on the several divisions of Economics 
in modern treatises is as between an earlier and later 
generation of writers, the corresponding difference in 
ancient India is not between writings separated by time 
so much as by differences of outlook. 


No compre- 
hensive 
Indian 
treatise on 
Economics 
or Varta 


A modern text-book tries to give the conclusions 
of a science in a complete form. Each section of it 
bears a due relation to every other section of the trea- 
tise. This is hardly the case with ancient Indian works. 
There is no single work in Sanskrit literature, which 
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covers the same ground as a modern treatise on Econo- 
mics. It is doubtful whether single comprehensive 
manuals of “vdrta’ ever existed. The suspicion that 
they did not exist appears to be warranted by (1) the 
survival of works, which deal only with sections of 
vdrta than the whole of it, and (2) by the reference to 
a body of experienced men of affairs {vdrtam adhyak- 
sebhyah) under whom the king is asked to study vdrta. 

Vdrta connoted a good deal more than what Economics 
does, and at the same time it did not deal with a number 
of topics like consumption, distribution and taxation, 
which are dealt with by Dharmasdstra and Arthasdstra. 

It is worth while to stress these differences, as they may 
show how early Indian economic theories were saved 
from the lopsided development, which modern economic 
theory was long subjected to, because, at one time, some 
prominent divisions of economic science were ignored, 
and later on, when a reaction against the tendency set 
in, the neglected divisions received undue attention.^' 

In the old Indian view, the natural beginning of Consump- 
any economic investigation was the study of consump- 
tion. As the fundamental assumptions were that every- ^sumptions 
thing had been definitely pre-ordained, and that there was India, 
an intimate and permanent relationship, like cause and ef- 
fect, between the material concerns of this world and the 
super-human agencies by which the conditions of the 
world were regulated, it followed that for the purpose 
of ensuring human welfare, such plans should be devis- 
ed as would bring about the beneficent co-operation and 
co-ordination of human and super-human agencies. One 
of the ways in which this could be done was by enforc- 
ing the precepts and the dogmas of the prevailing 

1 The reference is to the reaction against Ricardo’s treatment begun by 
W. S. Jevons. In old Indian Economics, such explanations of the 
importance of consumption, as we find in modern treatises, were 
unnecessary. 

9 
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Doctrine of 
the Four 
Ends. 


religion. Another method consisted in protecting and 
stabilising institutions like the family, marriage, the 
ordered succession of the stages of life (catttr-dsratna) 
and the Government. A third consisted in attempting 
to reconcile the relative claims of the spirit and of mate- 
rial welfare on man. 

The starting point of our old ideals of consumption 
is the acceptance of the doctrine of the four ends of man 
{piirusdrthdh) . The scope for variation of opinion in 
regard to consumption is afforded by the competing 
claims of the religious and ethical, material and hedonis- 
tic ideals to be regarded as most influential in moulding 
human conduct. Those in whom the religious bias was 
most pronounced would subordinate material pursuits to 
the spiritual, i.e., artha and kama to dharma. Those, 
on the other hand, who preferred to translate human 
welfare into terms of material comfort, would be inclin- 
ed to assert the superior claims of artha and harm over 
dhartm, that is to say, the demands of human craving 
for material welfare and sesthetic satisfaction over 
duty. But, all schools of thought agreed on certain 
common socio-ethical conditions as necessary for regu- 
lating effort for attaining the purnsdrthasd 

^ See Manusmrti, II, 224 : 

^ ^ 3 It 

Vasiffha, I, 1 : 

3T*rRr; | 

Apastamba, I, 20, 3 : 

t!;3 I 

Kamasutra, I, 2, 15-16: 

13;qi 1 I II 

Kautiliya, I, 7 : 
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In the ordered scheme of old Indian life, each indi- 
vidual had his place. Indian thinkers started with two 
assumptions, which it was their constant endeavour to 
reconcile. The first of these was the freedom of the indi- 
vidual. The second was the subordination of the indi- 
vidual to the group or community, be it the family or the 
clan or the State or the ordered Universe. The reconci- 
liation between these two assumptions was effected by 
allowing an individual all the freedom that was not 
inconsistent with the maintenance of the group in which 
he was born, and in giving to the group all powers and 
rights necessary for its permanence. 

The point will become clear, if it is considered 
with reference to a single group, like the family. Both 
in the Dharmasastra and in the Arthasastra, the family 
is recognised as a necessary economic and social unit. 
For purposes of consumption, the family rather than 
the individual, is the deciding factor. In the determina- 
tion of the civil responsibility of a man towards those 
dependent on him, the Dharmasastra and the Arthasas- 
tra agree in laying down elaborate rules defining the 
degree to which kinship should sustain the right of the 
weaker members of the family to protection and sub- 
sistence from family earnings.^ Conversely, the in- 
come of certain members of the family group, e.g., sons 
under tutelage, women (both married and unmarried) 
and slaves, is regarded not as their personal income, but 
as the income of the group.’ The evolution of the 
right of individual property is slow in the case of women, 
and of those adults, who still live in the undivided family. 
Similarly, when the family grows into a kiila or clan, 
the claims of the kindred, in a wider sense, as forming 

ij. D. Mayne, Hindu Latv and Usage, Ch. VIl and VIII (9th edn., 
1922) . 

^Narada, V, 41; Mayne, op. cit., pp. 319-322. 
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a larger group, are admitted. A person’s right over 
his property is limited by the right of the other mem- 
bers of the clan (kiiLa), or the village {grama), to either 
a joint use with him, or to a right of pre-emption, when- 
ever he wishes to alienate his land.' In the same way, 
questions of inheritance and of the rights to family 
maintenance are made to turn upon the possession of 
the spiritual capacity to share in the religious duties laid 
upon individuals as well as on the family as a whole.* 
Thus, according to Kautilya, “when a person who is able 
to do so does not maintain child, wife, parents and un- 
married and widowed sisters, he is to be fined;” but, 
“the benefit of this rule is not to extend to outcastes, 
or apostates, the case of an apostate mother being an ex- 
ception to the exception.”* The obligation of a man 
to maintain his whole family is laid down by Sukra 
with equal clearness and force. He goes so far as to 
lay down that that country alone is good to dwell in, 
where kith and kin are supported.^ 

Stabilisation It follows from these hypotheses that in any scheme 
srama of Consumption, which might receive the sanction of 
divisions. Dharmasdstra, these socio-political sentiments will be 
found to prevail. These schemes were accepted by the 
secular writers on Arthamstra, because they were con- 
sidered necessary to furnish a constant incentive 
to personal effort, to prevent social discontent and to 

^KaufilJya, III, 9. 

* Mayne, op. cit, Ch. XIV. 

* P. 48 ; 

I | 

qrs: II 

*Sukraniti, III, 413: 

Ibid., Ill, SSI: 
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preserve the social differentiation (division of labour) 
from which flowed the wealth of the community. Both 
classes of writers agreed in approving of the existing 
social order and the theories of their origin and outlook. 
Accordingly, both combined to create a public opinion 
favourable to such ideas. 

The division of the people into four varnas repre- its conse- 
sented a functional grouping of the members of the • 
community. The division of life into four stages 
(dsramdh) attempted also a functional distribution. 

Both had their effect on consumption. For instance, 
under the ideal of varndsramadharma, the wealth and 
income of the first caste or order, vis., the Brahmanical, 
were bound to be small, both individually and in the 
aggregate. The life provided for the members 
of this caste implied its dedication for certain non-secular 
purposes. The result was that the Brahmans could 
not, under any rigorous operation of the scheme, expect 
to be as opulent as the other sections of the community. 

In order that the members of this group might remain 
contented, and continue to discharge their appointed 
functions, a way of remunerating their services to the 
community had to be devised, based on a mixture of 
material and social rewards. What in modern economic Use of the 
terminology would be called “the desire for distinction” duUncUon. 
was made use of as a powerful attraction for the 
Brahman; and, a social opinion was created, which 
accepted the distinction implied in great sacrifices and 
an eminent social, as contrasted with, economic position. 

What is true of the first caste would be, in different 
degrees, true of the other castes also. The reconciliation 
between social eminence without opulence, and wealth 
and influence without social elevation, was brought about 
by the doctrine that wealth is not an end in itself, but 
only a means to welfare and happiness, and by making 
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it an ideal of individual and corporate action to bring 
about the maximum of welfare for all members of the 
community. The restraining influence of these ideals 
was probably powerful enough even to threaten to atro- 
phy the ordinary materialistic motives for the accumu- 
Praise of lation of wealth. This is perhaps the reason for the 
Wealth, many praises of wealth, which we find in our ancient 

literature, especially in those parts of it, like the epics and 
the purdm, which appealed to the masses, and for the 
stressing of the value of wealth as a means to the attain- 
ment of higher ends. Even for a Brahman, according, 
to Manu, the earning of wealth (artharjana) is a duty,' 
though he is enjoined to eke out his means of subsistence 
in such a manner as to cause little or no pain to others. 
Accumulation of wealth has to be made by the exercise 
of thrift. “Accumulation of wealth and learning should 
be made even by the grains and moments. The man, 
who is desirous of acquiring both, shall neglect neither 
the grains nor the moments because they are trifling,” 
says Sukra.^ In the same spirit, prodigality and extra- 
vagance are sternly reprobated. Social and civil penal- 
ties are prescribed for extravagance, over and above 
the penalty of natural consequences. Among those 
whom Sukra would banish from the country or imprison, 
and its pro- the prodigal has a prominent place. ^ Expenditure, for 
per use. mere ostentation, on trifling matters is condemned,^ and 
a warning is sounded that even good impulses {e.g., as 
through indiscriminate charity) might lead, if not pro- 
perly restrained, to poverty and ruin. On the other 
hand, the accumulation of big hoards, which would with- 

^ Manusmrti, I, 88 and X, 75. 

H g I 352-3) 

3 Ibid., Ill, 202. 

‘/6id., Ill, 442, 454-455. 
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draw capital from production or enjoyment, is also dis- 
approved. A name for wealth (hhogya) suggests, that 
wealth exists to be enjoyed. The ideal is held up that 
the aim of accumulation and of earning is to provide for 
oneself and for one’s dependents. “The daily acquisi- 
tion of wealth is proper for the man with wife, children 
and friends. It is also necessary for charity. Without 
these, what is the good of existence to man?” asks 
Sukra.^ “One should carefully preserve wealth which 
can maintain him in the future. So long as there is 
wealth, one is respected by all. But, the man without 
wealth, though well qualified, is deserted even by his 
wife and sons. In this world, wealth is the means to all 
pursuits. Let men therefore try to acquire wealth in 
legitimate ways, as by learning, service, valour, agri- 
culture, commerce, the practice of crafts, and even by 
mendicancy. Owing to insufficiency of wealth, people 
occasionally become slaves of others.”* Sukra recog- 
nises the importance of maintaining accounts of family 
expenditure, for the purpose of controlling domestic 
expenditure. He recognises that, for the transaction 
of business as much for family solvency, the absence of 
a written record of the incomings and outgoings is fatal. 
He accordingly rules that for business-men there is 
nothing more important than the maintenance of written 


^ Sukraniti, III, 354-3SS ; 

^ ^ II 


^Ihid., Ill, 364-367: 

qnti cFum II 

^11 II 

srfiral: ii 
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accounts, and that the wise business-man never tran- 
sacts business without documents and accounts/ 

Ancient The rigorous enforcement of such precepts in our 

d2iTlsoi^^itDh{irmasastras might lead one to conclude that the 
not low. standard of living must have been comparatively low in 
ancient India. That this was not so in actual practice, 
is borne testimony to not merely by foreign visitors, but 
by such light as our secular literature and our epigraphic 
records throw upon the conditions of consumption in 
those epochs. Saving, rather than stinting, is what our 
old economists praise. For instance, in language which 
sounds startlingly modern, §ukra condemns the stinting 
of. necessaries as wasteful. In a picturesque phrase 
Sukra lays down that, in feasts and in law-suits, the wise 
person should abandon timidity and not hold himself 
back till fully satisfied. That there was no disposition 
among our people to stint themselves of moderate 
luxuries is evident from the elaborate list of foods, 
drinks, etc., which the Buddha permitted even to Monks 
(Bhikk-it).^ It is noteworthy that, while hardly any 
kind of food or drink which was accessible, edible or 
harmless, is denied, the list of interdicted substances 
consists only of such as are either not readily procurable, 
or are dangerous to health, or ofifend against the prin- 
ciple of not inflicting pain to life (ahimsa). Such pro- 
hibitions, as those against monks’ eating of the flesh of 
lions, horses, snakes and elephants, show that the inter- 

^Sukramti, III, 376-379: 

q»TT ^ ^ % I 

|| 

IT I'?: II 

* STTIH ^ I 388) 

^Dialogues of the Buddha, II (trn. Rhys Davids), 1899, pp. 227-235. 
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dictions were not as inconvenient, as their alarming 
number might lead one to suppose. 

Some idea of the standard of good living in those Standard of 
days may be gained by a study of the different profes- 
sions, of which we have elaborate lists in the Brahma- 
nical as well as the Buddhist records, and by the com- 
pilation of lists of the various implements, articles of 
furniture, kinds of food and drink (both animal and 
vegetable), which were in common use. The compari- 
son of the rules prescribing the food and conditions of 
life generally for a Brahmin bachelor (sndtaka) and 
householder (grlm^tha) , as laid down in the earlier 
Dharmasdstras, with the sarcastic account of the life of 
luxurious Brahmans of the identical epoch, given in a 
celebrated passage in one of the Dialogues of the Buddha, 
shows that, even in the days of these Dharmasdstras, 
precept and practice in regard to consumption were often 
at variance. Among the luxuries of the Brahmans, to 
which the Buddha makes caustic allusion, may be noted 
such things as “elaborate dressing of the hair and the 
beard, perfuming the body and adorning it with garlands 
and gems, using expensive and gaudy apparel, living on 
boiled rice of the best kind, from which all black rice 
had been previously removed, and which was flavoured 
with sauces and curries of various kinds, being waited 
upon by women with fringes and furbelows round their 
loins, driving about in chariots drawn by mares with 
plaited manes, and living in fortified towns surrounded 
by walls and moats and protected by armed garrisons.”^ 

It is well to remember that the caste, which is thus des- 
cribed by the Buddha, is the one, whose badge was 
poverty, and whose indigence procured for it immunities 

^Dialogues of the Buddha, II, pp. 129-130. 

10 
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Treatment 
of Luxury 


like freedom from taxation, ferry-dues, escheat^ and 
prosecution for unlicensed mendicancy^ It is probable 
that not many Brahmans had fallen away from the pre- 
scribed standards of abstemious living, as we may 
legitimately conclude from the deferential tone of 
Asoka’s references to the Brahmans as a poor and 
worthy class.’ 

To the economists, who fear^ that if wants are killed 
productive effort and life itself will perish, there need 
be no apprehension of a cessation of productive enter- 
prise in any age in which such luxuries flourish. 

A feature of old Indian life, to which allusions occur, 
in our economic literature, is the State’s attempt to 
restrain luxury by means of regulations.’ The carry- 
ing out of these was the logical extension of the rules 
in the canonical law books. From the standpoint of 
our writers on polity, the prevalence of luxury was a 
menace to settled political order, and deserved repression 
on that ground. The scope for luxury, among the com- 


^Cf. Kaulillyd, p. 127: 



Mamtsmrti, VIII, 407 : 


sfifnirr: ^ cir^ ?r i 

Ibid., VII, 133: 




ra^ruFTTSFi ^ <mi I 

Vasishtha, I, 42-44: 


3?:^ sfr^'Jrrrf, I 

Kautiliya, p. 161 : 


tT3ir ^ I 3?^ li 

2 Sukramti, IV, iii, 40 : 


sTTSPir^ | 

* Cf. the Kalinga edict and the eighth Rock edict. 

* e.g., Compare the remarks of C. Gide in his Principles of Political 
Economy, (Eng. edn., pp. 34-39). 

’^Kautiliya, Bk. II, ch. 22. 
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mon people, could not have been great. It must have 
been largely restricted firstly, by the absence of such 
startling inequalities between the rich and the poor, as 
exists in modern society, and secondly, by general lack 
of means. Such luxury as existed should have been 
mainly in royal courts and among the few who could 
afford it. 

There is another feature, to which more than a Recognition 
passing reference is due. It is the prescience, “gjal'jon 
which our economists show, in regard to the bearing of Food to 
food on physical and mental efficiency, and to the manner 
in which, by a regulation of the dietary of the various 
classes, one might control and maintain industrial and 
spiritual efficiency. The conviction that differences of 
productivity among workmen, as well as differences in 
habits of temperance, might both be traceable to the 
degree in which the people are adequately nourished, 
judged by physiological standards, is comparatively 
recent even in modern Economics. One of the earliest 
of such studies was a notable essay of the Italian econo- 
mist, F. S. Nitti, in 1896,^ on the food and labour power 
of nations. Interest in the subject was spasmodic till 
researches into food-values were forced by the agonies 
of the last world war. In contrast with the spectacle 
of the comparative neglect of a vital branch of human 
economics in our times, it is refreshing to turn to ancient 
India, and contemplate the unanimity and the opulence 
of detail with which the problem was there attacked. 

To dilate on the wisdom and care, which appear to have 
been lavished in framing the elaborate dietary regula- 
tions in the DharmaMstras, and on the careful, if less 
elaborate prescriptions of the same type in the Kauti- 
liya, may not be inopportune.* Attention has been 

Economic Journal, VI, pp, 30-63. 

2 Bk. II, ch. 25 and 26. 
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Production. 
Its factors. 


pointedly drawn to this aspect of our social theory, and 
to the inhibitions and prescriptions of our Dharma- 
sdstras and Arthasdstras in regard to food, to enable it 
to be seen that, in what has often been considered by 
critics to be merely a puerile and priestly obsession with 
trifling details, there is a fund of economic wisdom, on 
a vital and difficult branch of industrial theory. The 
careful adjustment of dietary in our food rules (Ahdra- 
niyamm) to the functions of the individual consumer, 
follows not merely canons of physiology, but is in accord 
with a fundamental assumption of Indian Philosophy — 
namely, the doctrine of ‘the Three Gunas’. 

Consumption deals with the destination of wealth, 
and Production with its origin. A transition from the 
one to the other has therefore been easy and natural in 
ancient as in modern economic theory. In any investi- 
gation of Production, the determination of its primary 
factors has an important place. In ancient India, the 
agents of production appear to have been counted as 
four, vis., land, labour, capital and organisation. This 
is remarkable, since organisation, as a factor of pro- 
duction, obtained recognition in the west only in recent 
times. On the other hand, the modern attempt to reduce 
all primary factors of production to two, vis., land and 
labour, has also its parallel in our old economic theory. 
Without going to the length to which the Physiocrats 
carried the doctrine, we find in Snkranltisara the dictum 
“land is the source of all wealth”. “For it, kings have 
laid down even their lives. Wealth and life are desired 
by men for enjoyment. What has else the man, who 
has wealth and life, but has not cherished land?” asks 
&:kra.^ The importance of labour is recognised with 

' Sukranlti, I, 359-60 : 

?r ^feRIT 5 ’jjR 1% II 
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equal clearness/ So is it with capital, as is evident 
from the exhortations on thrift, addressed to both indi- 
viduals and kings/ As for organisation, it was the 
secret of the economic prosperity of ancient India as it 
is that of the modern world. The only difference is that 
modern industrial organisation is largely the result of 
natural growth and of voluntary effort, whereas the 
economic organisation of ancient India was imposed on 
society as a consequence of the social and religious be- 
liefs of the age. 

We can easily understand the pre-eminence given Land 
to rural Economics in India, ancient and modern, since predomi- 
in both ages agriculture has been the occupation nance, 
of the population. Two of the most important sections 
of vartd were agriculture and cattle-rearing, including 
dairy-farming under the latter. The importance attach- 
ed to agricultural pursuits by our economists is shown 
by the injunctions to kings to study vartd, and by the 
precept that a considerable part of the king’s own revenue 
should be derived, both directly and indirectly, from the 
proceeds of agriculture and the rearing of cattle. As an 
occupation, agriculture was prescribed for Vaisyas, and 
for Sudras only in a less degree. It was also permitted 
to the other two castes. Even a Brahman could take to 
agriculture, provided he did not himself hold the plough.* 

^Kaufihya, Bk. Ill, ch. 13 generally and p. 183: 

^Kaufitiya, Bk. II, ch. 6; Ratmyana, II, ch. 100, si. 55-56; Sukra- 
niti, I, 361-362'. 

® Sukranlti, 552-558 : 

*1^ I 
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The treatises of Kautilya and Sukra, as well as our 
Smrti literature, beginning with Manusmrti, show the 
high degree of perfection to which agriculture had 
attained as an art, and of the thoroughness with which 
our old economists understood the details of agricul- 
tural pursuits. Such matters as irrigation by rain, 
rivers, channels, tanks and mechanical agencies, agri- 
cultural drainage, the use of fertilisers, the rotation of 
crops, the adjustment of crops to soils and the modifica- 
tion of soils to suit crops, the relative benefits of intensive 
and extensive cultivation, the value of even inferior land 
in the vicinity of centres of population, the relative 
advantages of large and small scale farming according 
to the kinds of crops cultivated, the prevention, correc- 
tion and eradication of the numerous risks or blights to 
which agriculture is liable, such as excessive rain, hail, 
drought, ravages of field mice, locusts and insect pests, 
antelopes, wild pigs and birds, the wisdom of care- 
fully selecting seed grain, the interdependence of agri- 
culture and cattle-farming, the value of forest conserva- 
tion and game preservation to the agriculturist, the uses 
of fallow, the beneficial effects of opening up communi- 
cations, the evils of fragmentation of holdings and the 
substitution of non-agricultural for agricultural classes, 
as owners of lands, are all clearly understood. The 
largest part of the ancient Indian State’s income proba- 
bly came from land revenue.’ It was therefore natural 
that old Indian administrators and economists should 
advocate the uninterrupted pursuit of agriculture even in 
times of war. We have the testimony of Megasthenes 

3TTM^'=IIK'b" ^ ^ ’jfh: I 

?fT II 

iSee Kautihya, Bk. II, chapters 1, 2, 5, 15, 16, 17, 21, 22, 24, 26 
and 29 to 31, with Bhattaswamin’s comments. 
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to the way in which the Indian agriculturist went on 
with his cultivation, undisturbed by the march of armies 
and the clash of arms, and as to how molesting cultiva- 
tion was severely noticed by the Mauryan Stated' How its safe 
vigilantly the old Indian State endeavoured to guard guards, 
agriculturists from everything that would diminish 
their efficiency as producers may be seen from the elabo- 
rate rules of Kautilya, against the intrusion in villages 
of persons who might prove either a source of distraction 
or a positive nuisance to the simple folk of the country 
side. 

“No ascetic other than a vdnaprastha,” says 
Kautilya, “no company other than one of local origin, 
and no guilds of any kind other than the local co-operative 
guilds, shall find their way into the villages of the 
kingdom. Nor shall there be in villages any places 
intended for plays and amusements. In order that 
there may be an assurance of plentifulness of money, 
free labour, commodities, grains and oils and other 
liquids in plenty, mummers, dancers, singers, drummers, 
buffoons and the wandering minstrels shall not be 
allowed to disturb the work of the villagers.”* Simi- 
larly, Sukra lays down that soldiers should not enter 
villages except on the king’s business, nor oppress culti- 
vators, and the villagers should have no dealings with 
soldiers. He also recommends, apparently in order to 
secure villagers against oppression, that the officers and 
servants of the king should live, not within the village, 
but outside its limits. Another rule of Sukra that 


'^Agnipuratm (ch. 236, si. 22-23) states that in wars, temples and the 
civil population are not to be molested. 

2Bk. II, ch. I, (p. 48) ^ Tf 
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vX'soldiers should not be appointed to do any other work 
besides their own’ is probably aimed against their 
appointment to collect taxes on behalf of the State,^' 
The value of this inhibition will be understood by those 
who have studied the baneful effects of the use of the 
army to collect the revenue in the days of the Maratha 
supremacy and later. 

Develop- Like Arthur Young, those who deal with the theory 

Land-means practice of agriculture in ancient India, recognised 
adopted. ‘the magic of property’. This is perhaps the chief 
reason for the early emancipation of property in land, 
and for the elaborate rules for surveying and demarcat- 
ing individual holdings.^ With the same object, it was 
laid down that everything had to be done, by the State 
and by the community, to ensure the prosperity of agri- 
culture. Waste lands were to be brought under culti- 
vation’ ; jungle was to be cleared.’* A beneficial interest 
was created by law in favour of the person who 




1 Sukranitisara, V, 180-182, 185 : 

^ JtHT 1 


^ Boundary disputes form an important section of the law. See 
Manusmrli, VIII, 246-265; Yajnavalkya, II, 150-153; Narada, XI; 1-15; 
Brhaspati {S.B.E., XXXIII, pp. 351-355). 


See South Indian Inscriptions, Vol. II, Ft. 5, No. 98. 

^ Kautiliya, p. 47 (II, 1) : 

fwlfww 3T^cirR 

* Manusmrti, IX, 44 : 



: iJiHl I 


The tenure of land on condition of clearing it of the jungle is known 
as bhumi-cchidra . For a reference to a grant under this tenure, see 
Biihler, Epigraphia Indica, I, 74. Jolly {Hindu Law, p. 167) shows how 
“a person earns a certain right even merely by cultivating a field, which 
is lying fallow for the time being". 
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first clears the forest or reclaims waste land. Our old 
writers know that under certain circumstances even 
uncultivated or waste lands might prove economically 
superior to cultivated fields. Fertilisers are to be used^; 
local markets are to be founded for the sale of agricul- 
tural produce^; variation in fertility is to be considered 
in fixing rates of assessment.® The rise of a body of 
non-cultivating proprietors is to be avoided.^ The 
productivity of a piece of land is dependent not merely 
on its soil, irrigability and cultivability, but on its quality 
of extension, size, situation and accessibility. The 
recommendations for the extension of the area under 
crop,® and for the reservation of certain types of land 
for particular crops or for pasture alone,® show a percep- 


1 See Agnipurdt^a, ch. 267. For instances of fertilisers recommended, 
see Kaufiliyd, p. 117: 

The preparation of seeds for sowing and seedlings and cuttings for 
planting is described, ibid., p. 117: • 


^ Kaufiliya, p. 47: 



grf^^SqtiqoqqTTJTTPr 


^ I 

^ KaufUiya, (pp. 116-117), II, 24. 


*Ibid., p. 47 (II, 1): 

3T%«t: I 


BIbid., p. 117: 

MK4(^Wf: , ^qqqjfiT; 

L, 'H^^sqRin, TFq^qqqlATii- 

n ^ ^qT5qr« ?qiq^ I 

® Ibid., p. 49: 


See the whole chapter, Bk. II, 2, entitled Bhumi-cchidrorvidhanam. 


n ' 
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Law of tion of the law of Diminishing Return in agriculture. 

Diminishing order that individuals might co-operate with the State 

Return. . . ^ . . . . , 

in the provision of irrigation works, special consideration 
is recommended to be shown to persons who, as an act 
of piety, construct tanks, dams and roads.^ For the 
purpose of maintaining intact the existing irrigational 
facilities, a joint and several liability is imposed upon 
the members of a village for keeping their roads, water 
channels and tanks in efficient repair. Kautilya even 
permits the servants, live-stock and resources generally 
of temples to be utilised for the urgent rectification of 
damages to such works of public utility. The interest 
of the cultivator as a seller of agricultural produce is 
safeguarded, firstly, by the stern repression of traders, 
who try to lower agricultural prices by combination, and 
secondly, by fixing fair prices at frequent intervals.* The 
action of the State in settling the prices of agricultural 
produce is perhaps dictated not merely in the interest 
of the people, regarded as producers and consumers, but 
in its own interest, inasmuch as a large part of its 
revenue was collected in kind. As a measure of famine 
protection, granaries capable of storing a sufficient quan- 
tity of grain to meet the normal demands of three years 
are to be erected in different parts of the kingdom and 
always kept full.* 


^ KautUiya, (II, 1), p. 47: 

^ *ipfr HTRi; I ^ =?T5i ^ I 


T: ^ 53: I 


* See Kaufiltya, Bk. II, ch. 16 and ch. 21, and Bk. IV, ch. 2. 

# Sukraniti, IV, ii, 11. 50-51, ff. : 
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These precepts indicate a high degree of agricul- Agricultural 
tural administration and a good knowledge of rural 
economics. The different manner in which arable land 
has to be treated from forest land, mines, quarries^' and 
fisheries,^' is showed by the provision of rent in the case 
of the former, and royalties, calculated as a proportion 
of the yield, in the latter. The importance of labour for 
efficient production is well realised. Indeed, our old 
economists hardly neglect any important aspect of labour 
as an agent of production. Whether we consider the 
bearing on production of mere numbers, or of the health 
and strength of the population, or its industrial training, 
or its organisation in different ways, as for example, 
by division of labour, the use of implements and tools,’ 
the localisation of industry, production on a large scale 
and business management, we find that every one of 
these is provided for in the economic life of ancient 
India, and the practice of the time is adequately reflected 
in its economic theory. 

Our economists entertain no dread of a grow- Population, 
ing population. This is natural. In the early 
ages, there is scope for an unlimited increase in 
population, owing to the vast areas of virgin land avail- 
able for occupation and cultivation. The Vedic bene- 
diction on the newly married, which is repeated even 
to-day, is for the bestowal of ten sons.^ In epochs of 


Cf. also Kautillya, p. 95, which refers to all produce, not merely 
grain : 

5iNHil 

1 KautUiya, Bk. II. ch. 12. 

*ibid.. p. 122: l 

s Agricultural machinery is mentioned in the Kaufiliya, 

p. 115. ; ^ ^ : 
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small States, constant wars, and innumerable perils to 
life and health, a big increase in the population could not 
be anticipated even with a high birth rate. Growth in 
numbers would have been possible, in any marked way, 
only during the epochs of large empires and continued 
peace and security. The Malthusian spectre is not 
therefore present to our old economists.’* They how- 
ever know that there might be congestion of population 
in certain centres, and a consequent need to redistribute 
it by internal migration, as well as by State-aided schemes 
of colonisation.* 

Its health, The meticulous care with which hygienic and moral 
st^rength, pj-ecepts are framed and laid down, by our Dhannasas- 
tras, for the regulation of even trifling details of the lives 
secured. of the people, should have gone far to ensure their 
health and strength. The regulations concerning food 

^ Kalidasa, Raghuvamsa, I : 

Mahabharata, XII, ch. 110, q. 23; 

^ % II 

Naradasmrti. XII, 19: ^51: 

Marriage is treated therefore as a sacrament. Note that Kaufilya 
restricts recourse to monastic life. Note also the following discussion 
by Kautilya of the value of population: 

Spot I 5 ^ 1 ^ I sijw 

(VII, 11, 116, p. 295.) 

I ^ f| 33 ^ I 31571 

^ I f^"iw^ I ff 

(VII, 11, 116, p. 297.) 

^Kaufiliya, n, 1, p. 46 and VII, 11, p. 295. 
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and eating (aharaniyama) which prescribe a suitable Dietary, 
and graded dietary to every person and class, according 
to function or occupation, are obviously designed to 
secure productive efficiency. Division of labour is the life- 
breath of varnasramadharma. But, while birth and Caste, 
caste give a person a natural calling to start with, no 
serious attempt appears to be made to prevent a person 
of one occupation finding his way into another, if he has 
the requisite aptitude or desire for the change. The 
mobility of labour from occupation to occupation is thus 
rendered largely independent of status, and so far as 
industry is concerned, it is generally unrestricted in prac- 
tice. Epigraphic records of wholesale migrations of 
artisans from kingdom to kingdom, of which we have 
many, relating to different periods of our ancient his- 
tory, show that the mobility of labour from place to 
place was then considerable. Caste and guild organisa- 
tions made such movements of labour less difficult than 
one would imagine.* Caste ensured the transmission 
of hereditary skill and aptitudes, the formation of natu- 
ral industrial groups, the provision of suitable means of 
vocational training, and localisation of industry, with 


^ The renowned Vai?nava polyhistor and saint, Vedanta Desika (1268- 
1369 A.D.) has summarised the rules in regard to what can be eaten 
and given them in the form of Tamil verses, for the convenience of the 
women of South India. It has a commentary, giving the Smrti 
authority for each injunction. 

Kautilya has calculated to a nicety the quantity of food required 
not only for animals, with and without work (.e.g., pp. 131-139), but for 
human beings (II, 15, p. 96). The prastha is about a nali of Madras: 


I 

gTgpiPI.1 


2 See R. C. Majumdar, Corporate Life in Ancient India, 1918, 
passim. 
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Education. 


Labour: 


unpro- 
ductive ; 


‘impure’. 


all its contingent benefits. It also enabled allied castes 
to mitigate each others’ depressions. Craft guilds, to 
which reference has already been made, naturally arose 
from these facilities. Education for the different call- 
ings was imparted, on the technical side, in the home 
circle, or by the caste or craft guilds. General education 
was provided by the dedication of a whole class of the 
population {e.g., Brahmans) for teaching, and the in- 
tellectual conservation of the race. The bearing of both 
heredity and training on the efficiency of a workman is 
well understood. 

Our economists do not lose themselves in the dis- 
cussion of such arid topics as “whAt constitutes ‘produc- 
tive’ and ‘unproductive labour’.” They were apparently 
quite content to regard, as sensible economists now do, 
that labour alone as unproductive which fails to attain 
its end. The large number of parasitical professions, 
which existed in our ancient society, despite their denun- 
ciation by religious and ethical writers, show that a num- 
ber of occupations existed, which were clearly unpro- 
ductive. Our economists had no such illusion as that 
agricultural labour is more productive of wealth than 
labour used in transport, exchange or trade. The funda- 
mental assumption of varnasramadharma was the reci- 
procal service rendered by the members of the castes and 
orders to one another. There is therefore no induce- 
ment to condemn intellectual or spiritual occupation as 
unproductive, because it fails to produce tangible results, 
i.e., “utilities fixed and embodied in material objects”. 
The sacerdotal leanings of our ancient economists are, 
however, betrayed by their distinction between ‘pure’ and 
‘impure’ labour. The test of purity is the nature of the 
occupation, and the material on which the operative 
works. This attitude perhaps accounts for the attempt- 
ed segregation of the two highest castes from manual 
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occupation, resulting in ‘the fatal divorce of the hand 
and the brain’. It is also noteworthy that the employ- 
ment of women to assist men in the operations of agri- 
culture and trade, as well as in the State factories, is not 
merely permitted but prescribed by Kautilya and §ukra.^ 

The importance of capital to industry is also clearly Capital : 
visualised. The high rates of interest, mentioned in our scarcity, 
law books, indicate either normal scarcity of loan capital, 
or normal out-running of the supply of loan capital by 
the demand for it.* The suggestion that the State should 
make cash advances and advances of seed grain, etc.® 
to agriculturists, coupled with the large number of indus- 
trial concerns, which the State is asked to undertake, im- 
plies normal scarcity of private capital. It is not diffi- 
cult to understand this condition. Firstly, the State took 
a pretty heavy share of the ‘national’ dividend in the 
form of taxes, rents, fines, cesses, etc., and secondly, it 
was the normal aim of our ancient financiers to budget 
for heavy and recurring surpluses. How these sur- 
pluses were used, we have no means of knowing. The 
general belief is that the surplus went to swell the State 
hoard. But, the admonition to kings to practise res- 
traint so that they might not spend the hoards on their 
own personal gratifications, and the recommendation of 
special means for replenishing a depleted fisc, both appear 
to imply an ever-present and familiar danger of prodigal 
kings wasting the accumulations of their predecessors. 

Kaufiliya, II, ch. 23: To save the sensibility of bashful women so 
employed by the State, the light maintained in the workshops should 
only be sufficient to illuminate their thread (p. 114) ; 

| cll: 

5tT5ii I II 

2 Gautama, X, 6; Vasiftha, X, 44-48; Manwinj;ti, VIII, 140; B^has- 
pati, XI, SS. 

^ MahSbhirata, Sabhaparva, ch. 5. 
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The great number of parasitical sub-castes or profes- 
sions, mostly dependent upon the patronage of courts, 
which may be discovered^ in the designations of many 
of the sixty-four arts and crafts (Kald), or the lists 
of professions given in the Sukla Yajiir Veda or the 
Ayodhya Kanda of the Ramdyana, or in the Buddhist 
canonical literature, or in Bana’s Harsacarita might 
show the ways in which the State hoards might be dis- 
sipated. The consequence of such extravagance and 
habit of hoarding must have been a great lack of fluid 
capital for purposes of industrial development. 

In view of this lack of capital in ancient India, it 
might be of special interest to note some further indi- 
cations of the acuteness of our early economists. The 
first of these is in regard to the conditions necessary for 
the growth of capital. Sukra and Kautilya see that the 
growth of a money economy affords temptations to ex- 
travagance, though it enables people, who have any facul- 
ty for business, to reap the fruits of the saving of others. 
This is probably the reason for their rules allowing 
much of the internal trade of the country being carried 
on by barter,® and for even labour and services being 
commonly remunerated in produce. The second antici- 
pation is in regard to the conditions necessary for the 
growth of accumulations. It is recognised that security, 
both by the State and against it, are essential for saving. 
Reference has already been made to protection being an 
admitted primary function of the State. The inclusion 
of ‘avaricious kings’ (atyasanna rdjanah) among the 
‘six traditional foes of agriculture’ (shad-eetayahY 

1 Vatsyayana, Kamasutra, pp. 32-34; Suhraniti, IV, iii, 11. 130-202; 
Vedic Index, under ‘Occupation’; Harsacarita (ed. Fuhrer), pp. 66-67. 

^ Kaufiltya, p. 99. 

n 
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would itself show how royal avarice was dreaded, even 
if there were no passages in our literature, as there are, 
which denounce the cupidity of kings. Predatory and 
extortionate fiscal expedients are sternly condemned by 
the epics and Dharniasdstras. A fundamental maxim of 
our old economists is that in fixing prices, the State 
should not diminish the ‘just’ profits of the capitalist, 
or scare away capital from industry or trade. Similarly, 
it was a maxim of our ancient finance that in levying 
taxes a wholesome abstention from the taxation of capi- 
tal is advisable. Thirdly, it was understood that the 
chief motive for saving is family affection, and the need 
to provide for one’s dependents. In ancient India, such 
an inducement for saving must have been more 
powerful than at present, owing to the greater 
size of the ‘family’ for which an earning mem- 
ber was then legally responsible. A fourth anticipation 
of modern doctrine is in the view that accumulated 
wealth is not as important as a progressive income, for 
the economic strength of a community. Lastly, many 
prescriptions and inhibitions in the fields of production 
and consumption, which occur in our old literature, show 
that the ancient ideal was not materially different from 
the modern, in basing welfare on a type of expenditure, 
free from ostentation, and just sufficient for the effi- 
cient lives of the workers, on the realisation of the value 
of leisure and rest, and on the conviction of the excel- 
lence of a moderate income obtained by moderate work. 


12 




LECTURE IV 

Exchange and Distribution 

The achievement of modern Economics is regarded 
as the exposition of the theory of Value. It is remark- 
able that Indian economists had a fairly correct percep- 
tion of the fundamental causes of Value. Among them 
must be mentioned not merely thinkers like Kautilya 
and Sukra, but even authors of Smrtis. Sukra lays 
down first that price (millya) is what is paid (in money) 
for acquiring an article, and secondly, that prices are 
high or low, according as articles are obtainable with 
or without difficulty, and according as they possess 
or do not possess utility.^ Articles without utility 
have no value.^ There is no price (miilyam) 
for things which cannot be put to use. Every article 
which has utility need not be valuable. Scarcity is a 
necessary cause of value. “Those articles are priced 
high in the world, which are rare.”® The influence of 
time as a factor of V alue is understood. In laying down 
the maxims for the guidance of governments and traders, 
who have to fix prices, Sukra says that “one should fix 
prices according to time and place.”^ Variations in 


\Sukrantti, II, 11. 717-719: 

'KT’TRTH. 3Tq fRim I#!. II 

* Ihid., IV, II, 209 : ^ ^ | 

5 Ibid., IV, II, 207 : 3 HR | 

*Idid., IV, II, 208: JJpT ^5^1^ | 


Exchange 
Theory of 
Value, 
according to 
Kautilya 
Sukra and 
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Analysis 
of cost of 
production. 


the demand for commodities in accordance with varia- 
tions in prices, leading to a rise in demand with a fall 
in prices, and a fall in demand with a rise in prices, 
are implied in Sukra’s warning not to forget that in sales 
considerations of high, low and middle prices are of im- 
portance. The doctrines of Sukra, when analysed, show 
that the two points to be considered in determining 
Value or Price are (1) cost of production as determin- 
ing the supply (referred to as “the easy or difficult 
attainment of a commodity”)’ and (2) the demand for 
the article as determined by its utility or power of satis- 
fying wants.^ These are also implied in the rules of the 
Kautiliya for the fixing of prices. “The Superinten- 
dent of Commerce shall be conversant with the conditions 
of high and low prices, and the quick and slow salea- 
bility of various kinds of goods, whether brought into the 
country by land routes or by water routes. He should 
also know the appropriate time for buying in and selling 
out, and for expanding or contracting his stock,”® 

A correct analysis of the cost of production, as is 
inferred from the presence of such ideas on the causes 
of value, is to be found in other ancient works. Thus 
Mmmsmrti in dealing with the principles, which should 
guide the king in fixing the rates of duty to be paid by 
traders, lays down that the rates should be determined, 
after careful consideration of the prices paid originally 
for the articles, their sale price, and the cost of convey- 
ance and retailing, as well as the net profit of the trader, 
after deducting the expenses of his subsistence and the 


^Kautiliya, XII, 16, pp. 97-98: 


HRimRi 

: npuniw ^ i crar 
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charges incurred for securing the safety of the goods.^ 
Similarly, after ruling that a king should fix the prices 
of all marketable goods, once every five nights, or at 
least once a fortnight, Mamismrti counsels the king 
“to fix the rates for the purchase and sale of all market- 
able goods only after duly considering their origin and 
destination, the length of time for which they have re- 
mained in stock, the probable profit of the middleman 
and the outlay already incurred in acquiring them.”* 
The reference to the element of time in the determination 
of value, in the above passage, should be noted. 

It may be mentioned, in passing, that we find in 
Sukra’s work, as well as in Buddhist literature, details 
of absolute and relative prices of various commodities 
in common use. If only the dates of these sources can 
be determined, the data can be used for a comparison 
between the purchasing power of money in different 
periods. 

The economic advantages of both internal and ex- 
ternal trade are duly recognised. The organisation of 
castes and guilds led not only to localisation of indus- 
try, but to the creation of special local markets for the 
sale of products. It is, therefore, natural that our old 
economists should lay down precepts for the establish- 


XManusmrti, VII, 127: 

^ II 

*Ihid^ VIII, 401: 

Y&jnavalkya, II, 253: 

Also cf. VivadaratnSkara, p. 302. 


Absolute 

and 

relative 

prices. 
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ment, organisation and management of markets. The 
freedom of the market is implied in the rule prohibiting 
the king from going into the market with his retinue. 
The existence of grades of middlemen, between retail 
traders and the powerful magnates who were able to 
create “corners,” and to manipulate the market in their 
own interests, is not only implied but provided against.^ 
In the Jataka, there are many picturesque references to 
the “higgling of the market.”^ It was commonly believed 
that in regard to the sale of articles, which were either 
necessaries of life or comforts in common demand, the 
unprotected consumer would easily become the victim 
of the trader. The belief led to elaborate rules on 
purchases and sales, such as those prohibiting the adul- 
teration of goods, and the substitution of inferior for 
superior articles, the imposition of distinguishing marks, 
the preparation of correct manifests, and the return 
within a stated period of articles purchased but found 
to be not according to specification.® It is perhaps both 
on this ground, as well as to prevent the sale of stolen 
articles, that all sales and purchases are to be in the 
open market. Acute traders may have evaded such 
rules. For, with some asperity, Mmvmmrti observes 
that there is little to distinguish a cheating tradesman 
and a burglar, as the first is an open rogue and the 
second a concealed thief.* For the adulteration of 


^Kaufiliya, IV, 2 (p. 204): 

See the whole of Bk. II, ch. 16 and Bk. IV, ch. 2. 

* Jataka, I, 111, 195; II, 222, 289, 424. 

* See in addition to the chapters of Kaufiliya, Manusmrti, IX, 286- 
291, YajnavaJkya, II, 296 and II, 245-246; Visnu, 5, 124; Bfhaspati 
(quoted by Apararka, p. 826 and Vivadaratnakara, p. 297). 

* Manusmrti, IX, 257: 
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articles, dishonest dealings towards purchasers and 
cheating in prices, punishments ranging from graded 
fines to imprisonment and mutilation are prescribed. 

The justification for the numerous Government Regulation 
undertakings, proposed by Kautilya, may be sought in 
fiscal advantage as well as the desire to protect con- 
sumers. The necessity for the Government to assist all 
forms of legitimate trade is vividly realised. States are 
enjoined to improve and increase their means of com- 
munication and transport. Tolls and transit duties are 
recognised as necessary evils.’' Ferries are to be pro- 
vided over rivers. Proper police escorts are recom- 
mended for caravans of traders. The State is advised 
to provide special conveniences for traders in the form 
of rest-houses (Satra) and store-houses. To encourage 
foreign trade, rebates of customs are to be given, if the 
current rates are found to diminish the profits of the 
importers.* A State is to do its best to secure new 
markets for the surplus produce of the country, and to 
promote both the import and the export trade. All com- 
merce is to be free, in the sense that no discrimination is 
to be made in favour of articles of local production for 
the purposes of protecting them against foreign competi- 
tion. The numerous customs, tolls and transit duties 
seem to have been imposed for revenue only.* 


^ Kaupiltya, Bk. II, ch. 21 and 22. 

^Ibid., Bk. II, ch. 16, p. 98: 

s Kautilya prohibits the exportation of armour, arms, war chariots and 
animals and grainy and mentions these specifically among articles whose 
exportation is interdicted on public grounds. The value attached to 
the possession of these articles is shown by their importation being free 
of customs duty. The general principle governing foreign trade is laid 
down as the exclusion of articles, which would injure the kingdom and 



96 Ancient Indian Economic Thought 


Medium of 
Exchange. 


Coinage. 


In our ancient exchange, the use of coins, as cur- 
rency, and of credit are both in evidence. The bulk of 
retail transactions however was by barter. The reason 
for this is to be sought, not merely in the scarcity of cur- 
rency, but in such circumstances as the comparatively low 
prices of the articles to be sold, and the prohibition 
of the use of gold and silver to many classes of the popu- 
lation. As an instance of the latter, reference may be 
made to the Buddhist injunction that a Monk {Bhikku) 
would commit the offence of a pacittiyo, involving a 
liability to confiscation, if he receives any gold or silver, 
or allows it to be taken in deposit for him, or engages 
in any of the various transactions of exchange in which 
gold or silver are used, or participates in any kind of 
buying and selling.’^ In urban areas money economy 
is more common. This is shown by the elaborate rules 
for maintaining a proper currency, which we find in the 
treatises of Kautilya and §ukra, and by the hoards of 
ancient coins of various epochs, which have been 
unearthed. 

There is reason for believing that coinage was indi- 
genous to India. Western coins were made from 
pellets struck by dies, whereas Indian coins were made 
out of strips of square-cut metal sheets. This type of 
square coinage must have been firmly established in 
India, by the commencement of the third century B.C., 
inasmuch as the Indo-Greek dynasties of the period were 
forced to give up their own types of coins in favour of 


the encouragement of the importation of rare seeds and articles of great 
use to the kingdom by freeing them from import duty. 

^ ^ ll 

'Culluvagga, XII, 2. 8 (S.B.E., XX, Rhys-Davids; Vinaya Texts, 
Vol. Ill, p. 413), See also S.B.E.. XIII, 26 sq.; XVII, 66 sq., 128 sq.; 
XX, 386-392, 399. 



Coins and Currency 


97 


this type/ Square-cut coins are actually represented 
in the sculptures at Bharahut and Gaya. References 
to coinage by an ancient writer like Kautilya also prove 
that the use of coins as currency is anterior to the Mace- 
donian invasion. The regulations in regard to currency 
in the Arthasdstra show that a coin was prized merely 
as an ingot of metal, of a specific degree of fineness, 
rather than as of a specified weight. This is the reason 
why the superintendent of the mint is enjoined to 
cut and deface coins, which are not of the proper fine- 
ness,^’ but there seems to be no corresponding prohibition 
of the acceptance of coins of defective weight. 
Coinage, though undertaken by the State and considered 
to be one of the insignias of royalty, appears neither 
to have been regarded, as it is nowadays, as a sign of 
political independence nor as an exclusive prerogative 
right of the king. The State issued coins apparently as 
a matter of convenience only.^ Guilds in ancient India 
issued coins, and the numerous countermarks found on 
some types of our old coins are believed to represent the 
hall-marks of guilds. All these rules relate apparently 
only to the standard currency in gold, and not to the 
token currency. The existence of free coinage is signi- 
fied by the rules of Kautilya that the superintendent 
of the mint should return coins of the same weight as 

arc priestly offences requiring 

expiation. There are 92 of them. 

> Cambridge History of India, V'ol. I, pi. VI and \II. 

^ Kaufiliya, II, S, p. 58: 

I I 3TIli: 

I 

3 Ibid., II, 14, p. 89: 

1 

STHFir ’1^1 cI»ITRVITm 31^: I I 

13 
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the bullion tendered to him, and that he should only 
collect a specified percentage of the metal as seigniorage, 
in cases where the metal or coin tendered was not of 
the standard purity. The survival of this prescriptive 
right of the goldsmith and the trader to make money, 
at their option, is borne evidence to by the Musalman 
historians of the 14th century. Sir John Malcolm found 
it in vogue in Malwa and Central India even as late as 
the first quarter of the 19th century. 

Gold w'as the metal for the standard coin. It is 
not clear whether silver coins were also part of the 
standard currency. Token coins were either in copper 
(occasionally lead also, as among the Andhras) or in 
cowry-shells (vardtika). If gold and silver circulated 
side by side, the ratio of exchange was settled by the 
interaction of supply and demand, and there was no State 
ratio, as in the Persian Empire. 8ukra gives indeed a 
ratio, vi::., that gold is sixteen times as valuable as 
silver,^ but it is not possible to say whether this ratio 
was actually current or is only a recommendation. 
Silver though known and prized in ancient India was 
comparatively scarcer than gold, since silver had to be 
imported. It came in usually in exchange (along with 

\ Sukraniti, IV, ii, 181 : 

The ratio was 3 : 40 in the days of Darius the Great, and about 
1 : 9 in the first century A.D. See B. V. Head, Historia Numorum, 
pp. xl-xli, 826 and 832. 

See also H. Yule and H. Cordier — Cathay and the Way Thither, 
Hakluyt Society, N.S., 1916, No. XLI, Vol. IV, p. 54 ff; Bombay 
Gasetteer, Vol. XVI, p. 574. 

The Kaufiliya (p. 224) lays down that the fine for theft should 
he twelve times the value of the stolen article. It also lays down 
(p. 202) that for the theft respectively of a mdsaka of gold and 
silver, the fines should be 200 and 12 panas. This will give a ratio of 
12 ; 200 or 1 ; 16 : 6. 
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gold) for the export of silk, spices and gems, and 
during the early centuries of the Christian era, this 
trade resulted in a drain of the precious metals from 
the West to the East, and caused anxiety to Roman 
statesmen and economists like Pliny. 

For the existence of credit instruments and bank- Credit, 
ing, pledges and book-credits, we have the evidence of 
the Jdtaka as well as the Arfhasdsfra.^ 

Group credit must have been helped by the existence Banking, 
of guilds, partnerships, and joint-stock organisations.* 

The elaborate rules laid down in the Dharmasdstras for 
the grant of loans, with or without pledge or security, 
and for the taking of deposits with or without the pro- 
mise of interest, point to some form of banking.* The 
old Indian banker, like his modern representative, must 
have been in possession of most of the fluid capital of 
the community, and discharged such functions as lending 
money, receiving money on deposit, making remittances, 
and exchanging good money for bad money. The last 
function became, from the standpoint of the common 
people, more important than the others, owing to 
the numerous types of coins concurrently in circulation, 
as the result of private coinage, trade between kingdom 
and kingdom, and the fluctuation of political boundaries. 

The chief commodities of foreign trade were natu- Foreign 
rally of small bulk and high value, owing to the 
difficulties of transport. They comprised gold, silver, 
precious stones, pearls, ivory (both worked and un- 
worked), silks (woven and dyed), woollen and cotton 


\Jataka, I, 121, 230; IV, 256; Kautiliya, Bk. II, ch. 7, 

^Ibid., Bk. Ill, ch. 14. 

3 The rules are conveniently summarised in Jagannatha’s Vivdda- 
bhahgdrt^ava (H. T. Colebrooke’s Digest, Vol. I, 1796). 

See also Kaufillya, Bk. Ill, ch. 12; Manusmyti, VIII, 17911., and 
Ndrada, II, 5. 
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textiles, costly articles of food and drink, perfumery, 
spices, horses, slaves, medicinal substances and works of 
art.' The interaction of commerce and politics is 
illustrated by the discussions in Kautilya’s Artha- 
sdstra on the relative advantages of trade and dominion 
over different parts of India. The foreign trade must 
have resulted in a permanent excess of exports over 
imports in ancient India, leading to the attraction of 
specie from the West. That was how India became (to 
use the familiar expression of Pliny) ‘a veritable sink of 
the precious metals’. That large amounts of specie 
could have found their way into India, without much 
effect upon general prices, even over long periods, must 
have been due to the gradual opening up of the country, 
enabling such part of the precious metal as went into 
the currency to be absorbed in circulation, and secondly, 
through the increased use of the precious metals for 
ornaments and for hoarding. An equitable system of 
private international law enabled foreign merchants to 
sue in the Indian courts, and at the same time it protected 
them from being harrassed by suits launched in local 
courts." This should have made the Indian market 
attractive to foreign traders. In the case of articles 
of considerable value, or of commodities in the manu- 
facture of which monopoly was desirable, the State was 
advised by the Arthasdstra to undertake, and probably 
undertook, the functions of a manufacturer and trader,® 
and attempted to sell the articles through departmental 
agency, both within its own boundaries and outside them. 


1 Pliny, Hist. Natur., VI, 23 and Schoff, Periplus of the Erythraean 

Sea. 

2 Kmitillya, p. 98 (II, 16) ; : 

SRWnil^ 31% | I 

^ Ibid., Bk. II, ch. 13, 14 and 16. 
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The complex arrangements of internal and external 
exchange in ancient India are duly reflected in the 
detailed rules given in the Arthasastras. These rules 
indicate not only fairly advanced commercial condi- 
tions, but sane views on exchange and internal trade. 

In the economics of Distribution, the fundamental Distribution, 
problems are the division of accumulated wealth be- 
tween the various members of the community and of 
the annual income between its different members. A 
study of the implications underlying the different rules 
concerning wages, profits, interest, rent, taxes, poor 
relief, and the duties and immunities of different mem- 
bers of the community, would show that the importance 
of both problems was duly appreciated by our old econo- 
mists. Startling inequalities in private property were Economic 
apparently not very common in ancient India. We 
have, it is true, in some stories of the Jataka and in 
Sanskrit literature, descriptions of persons of colossal 
wealth.^ But such extraordinary opulence is perhaps 
imaginary. The prevailing laws of inheritance and 
taxation, and the rules determining the conditions of 
work and expenditure, must have made it difficult for 
big fortunes to arise. In the case of the Brahmans, it 
is laid down by Mmmsmrti that the accumulation of re- 
sources which would be more than sufficient to meet the 
normal expenses of three years, should not be made, and 
any wealth in excess of the limit should be promptly 
expended in sacrifice. “ In a self-denying ordinance of 


’iFor instance, Anathapin(Jika. 

* See Manusmfti, IV, 7 : 

and Kulluka’s comments thereon, reconciling the injunction with that in 
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this kind, we may perhaps see an attempt to save a class, 
largely engaged in educational and spiritual duties, from 
the evil influence of wealth and luxury. Outlay on 
sacrifices and on charity is enjoined both by the 
Dharmasdstras and the Arthasdstras as a normal form 
of private and public expenditure. The religious and 
ethical ideals of the times must have also withdrawn 
large sums from saving, to be used up in the construc- 
tion of temples, stupas, etc., and to endow religious and 
charitable foundations. The feeling that wealth by itself 
cannot contribute to social position, and that the one may 
be possessed without the other, would also deter the 
growth of unusually large fortunes, by removing one of 
the usual motives for saving. Lastly, the assumption of 
certain ‘socialistic’ functions by the State would work 
in the direction of reducing any feeling of class hatred, 
such as would rise and be accentuated, if the stratifica- 
tion by caste had coincided with economic stratification. 
These aspects of the theory and practice of Distribution 
in ancient India, along with wholesome ideas in regard 
to the services rendered to the community by each of the 
agents of Production, must have helped to save our 
society from the familiar types of socialistic agitation. 


The com- Our economists try to bring into harmony the rival 

the*indi-** claims of the individual and the community, in the field 
viduai. of Distribution, in the same way as they do in the fields of 


Manusmrti, XI, 7 : 

^ wiw vhe 'rqiH I 

^ ^ qranficT n 

Cf. Yajnavalkya, I, 28, 124; VUnu, 59, 8-10; Vasi^tha, 8, 10; 
Sankha, 125, quoted by Apararka, p. 167. 

Also Sukranlti, IV, ii, 50-52: 

viFiRT | 
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Consumption and Production. Their discussions in 
regard to what constitutes a “just” rent, or a “just” wage, 
or “just” profit, or interest, indicate one way in which 
the reconciliation was attempted. Modifications of 
schemes of distribution were justified by considerations 
of caste, religion, servitude and immunities. 

In this connection it would not be amiss to refer 
to what precisely a theory of a leisure class in ancient 
India amounted to. In modern times, the owners of 
capital and forms of durable wealth control production 
and reap large gains. They obtain the gains, even if 
they do not work, and so constitute ‘a leisure class’. 
The gravamen of the charge against the modern leisure 
class is the divorce between social service and wealth. 
In the theory of ancient Indian society, there was no 
leisure class of this type. Every section of the com- 
munity was admitted to be contributing by its endea- 
vour to the common welfare. Some contributed by the 
work of their hands and some by that of their brains. 
The Brahman caste, for example, which, in view of the 
immunities from taxation and the social privileges ac- 
corded to it, might appear a favoured section of society, 
could not have been then an object of widespread social 
envy, because its members were generally poor, at least 
in those epochs in which the old ideals were followed. 
In the Brahman caste, every member had full occupa- 
tion during the whole of his normal life. This caste 
can hardly be classed therefore as ‘a leisure class’ in the 
modern sense. Nor would it be correct to apply the 
expression to such parasitical and predatory classes as 
then lived upon the community, for parasitism does not 
necessarily involve either leisure or opulence. 

The fundamental principles, on which the distribu- 
tion of “national dividend’’ is made among the various 
parties, who contributed to its creation, are two, viz., that 


No real 
‘Leisure 
class’ in 
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each sharer should be remunerated on the principle of 
productivity, i.e., according to the services rendered, or 
the amount of utility created by its services, and secondly, 
by basing remuneration on the personal and human 
needs of every member of the community. It would be 
found that these principles are equally applicable, whe- 
ther we take our ancient Indian conceptions in regard 
to interest, or to wages or to rent. 

As regards land, it has already been shown that the 
right of individual property, implying the powers of use 
and alienation, was well developed very early in our 
history. The limited quantity of arable land and the 
difficulty of reclaiming larger areas for cultivation by 
the destruction of forests, in the earlier ages in which 
the manhood of a large section of the community was 
required for protection and wars, must both have contri- 
buted to the high value set upon land, for proof of which 
we may turn to the belief referred to in a famous story 
in the Satapathabrahmaiia.^ The growth of the right 
of alienation, in later times, was perhaps assisted by in- 
creasing availability of cultivable land, as population in- 
creased and settled conditions supervened. Whether 
we accept or not the theory of an original, or ultimate. 
State ownership of all land, individual ownership of a 
permanent character must be admitted, on the evidence 
available, as having existed virtually all through Hindu 
history.® Many rules were made regarding prescrip- 


^.The story is that Earth herself protested that she should not be 
given away, when a gift of land was offered to a priest. 

2 See Kdtyayana, quoted thus in Viramitrodaya, Rdjanltiprakasa 
p. 271: 


it 3 II 
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tion, limitation and adverse possession, in regard to 
the ownership and tenure of land. After the determi- 
nation of the share of the produce of land, which was 
to go to the State, in preference to all other claimants, 
the balance of the produce of land was available for divi- 
sion among the private claimants to the produce. The 
complicated systems of Indian land tenure then begin to 
emerge. In the text-books on Dharmasdstra and Artha- 
sdstra, we find a simplification of land tenures. This 
is natural as the works in question are concerned pri- 
marily with the general aspects of landholding. The Rent, 
income which the owner of the land derives from it is 
treated as rent. The analogy between rent and the 
returns from other natural resources is also seen. The 
productiveness of land is understood to depend upon its 
fertility, both natural and acquired, and on its accessi- 
bility, as determined by its proximity to a market and 
the cost of transport.^ Our old economists did not thus 
commit the error of regarding “fertility” as the sole cause 
of rent. The mistake of regarding rent as due to mere 
difference of productivity between land and land, which 
even acute modern economists like General Walker 
could not escape, is avoided by our old economists. They 

There is no real inconsistency between these two slokas of 
Katyayana. 

'.See the discussion of the relative advantages of different kinds of 
land in Kautiliya, Bk. VII, ch. 12, p. 298: 

— fcqRFTT: | 

; 1%1TO: | 
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base the right to rent upon two conditions only, viz., 
scarcity of arable land, owing to the private or public 
ownership of the available quantity, and secondly, pro- 
ductivity. That there could be no rent-lands, i.e., lands 
which paid no rent, but were still cultivated, was under- 
stood.’^ This is clear from the rules of cultivation laid 
down by Kautilya, Sukra and the DharmaMstra, impos- 
ing mere nominal rates on comparatively sterile lands 
(Khila and ardha-khilaY and no rent in the case of bar- 
ren land. In the case of some kinds of khila land, cultiva- 
tion is possible in the early stages, only if the cultivator is 
not obliged to pay any rent or taxes. Kautilya 
knows that an extension of the area under crop can be 
made only by reclamation of fresh land, brought about 
by liberal State subventions of capital® to the cultivator, 
and by other forms of help, such as exemptions from 
land-tax and water-rate for stipulated periods, advance 
of seed grain, etc. 

The consideration of the aspects of our ancient 
theories of public finance will show that, for the guidance 
of the State, both maximum and normal rates of land 
revenue were laid down. Any increase in land revenue 
above the normal rate diminished the share of the pro- 
duce which went to the owner of the land, because the 
proportion of the produce which went to the farm-labour- 
er was fixed by the law. Our ancient financiers had 
no fear of a violent rise in agricultural prices, 
and consequent re-action on the members of the 

^ Manusmfti, VII, 128: 

^ ^ II 

^ Khila is land which has not been brought under the plough. 

^ Kautiliya, p. 47: 
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community regarded as consumers, if a part Cost of 
or if even the whole of the economic rent and'^^ent°" 
was appropriated by the State. These views imply a 
perception of the relation of rent to cost of production. 

It is noteworthy that in the analysis of cost of produc- 
tion, to which reference has already been made, the rent 
of the owner of land is not included. 

A consideration of the relative proportions of the The land- 
produce which went to the owner of land, in the days of 
Kautilya, and which go to him now, may not be devoid 
of interest. But, the comparison is difficult owing to 
the obscurity of Kautilya’s laconic dicta on rent, and 
the divergence of opinion among commentators in regard 
to their interpretation. It is therefore not possible to 
make any detailed comparison. But, on a rough cal- 
culation, it appears that the land-owner’s share in 
ancient India amounted to about a twelfth part of the 
gross produce, (roughly 8 per cent.), while at present 
it would probably amount to 12 per cent. 

Our ancient economists understood the value of interest, 
capital to industry. Their views of the nature and of 
the necessity of interest are essentially sound. The 
difference between ‘gross’ or ‘profit’ interest and ‘net 
interest’, and the inclusion of part of the profits of a 
money-lender as well as insurance against risk in the 
former are both implied in their analysis.’^ A distinction 


^ See AgnipmSna, ch. 253, si. 63-66. On cash lent to a fellow- 
villager the interest is only half that of a loan made to a sea-voyager. 
The rate of interest on pledges varies with the liability of the pledged 
article to deterioration, e.g., 10, 4, 3 and 2 per cent, a month respectively, 
when the pledges are cattle, wearing apparel, food-grain and gold. 

Kautil}^ insists on State supervision of loans, on the ground of the 
paramount importance of the relation of capitalist and borrower to the 
State; pp. 174-175; 

g 3mcl | 

He rules that interest is to be suspended when the borrower is a minor, 
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is drawn between the rates of interest, which may be 
respectively charged, for loans made with or without 
security. So is a distinction between interest properly 
so called and the use of the pledged article. Where 
a valuable pledge is used by the lender, no interest can 
be claimed or paid, use being the equivalent of interest. 
Compound interest is allowed. Money invested in trade 
is treated as though it was not a debt. This might sug- 
gest a confusion between loan-interest and the earnings 
of partnership, but for the fact that profits of such a 
business are treated as largely consisting of interest. 
The Dharmasdstras indeed suggest that the rates of 
interest should vary with the caste of the borrower.^ 
This might be viewed either as the intrusion of non- 
economic motives in economic transactions, or as the 


is very poor, is detained in the house of a preceptor, is ill, or is engaged 
in a prolonged sacrifice ; 

There is no similar provision in any other authority. Interest is 
suspended during interregnums; e.g., Vasiftha, II, 49; 

^ 3 I 

5^11 ^ II 

Manusmrti (VIII, 140-158) is unusually full on interest. Mr. Jayaswal 
(Manu and Yajnavalkya, p. 185) considers that it shows that questions 
of interest were ‘live issues’ in the days when this Snifti was compiled, 
and that it had settled down in Yajnavalkya’s day, about two centuries 
later. The ancient authorities gave 15 per cent, a year as the proper 
rate of interest. The provision of higher rates in the later smftis pro- 
bably indicates a scarcity of capital in their days. Manusmrti condemns 
‘corporal interest’ (kdyikavrddhi) and ‘compound interest’ (cakravriddhi) 
(VIII, 156) and rules that interest on a loan should not be ‘doubled’ 
(VIII, 151). Kautilya allows capital and interest to be three times the 
loan (p. 174), but grain interest should not exceed half the value of 
the capital and interest on stock half the profit. 

'>■ Manusmrti, VIII, 142; NSradct, I, 100. The rule applies to un- 
secured debts only. If 2 per cent, is levied from a Brahman, 3, 4 and 
5 per cent, may be taken respectively from each of the succeeding castes. 
It will imply that, in such cases, credit goes with caste. Vifnu (VI, 3) 
repeals caste rates. 
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belief that persons of higher castes, for whom loans are 
to be made at lower rates, were more reliable debtors, 
enjoying a higher standard of personal credit. As 
already pointed out, both the very high rate of maximum 
interest (60 per cent, per annum) allowed by our law 
books, and the indication of 15 per cent, as just rate of 
interest, point to a relative scarcity of loan capital.^ 

The right of the entrepreneur to a share in the The Entre- 
dividend is recognised, though not very clearly. Brhas- 
pati alone considers the labour of supervision as making 
a bigger contribution to the result than the labour of 
the craftsman. He therefore allows a double share of 
the produce to the supervisor.^ The small difference 
between the shares of the labourer and the supervisor 
might show, however, that the undertaking, envisaged by 
Brhaspati, could not have been on a very considerable 
scale. In profits, as in the other shares of the dividend, 
the principles determining the share are productivity and 
the individual needs of the earner (i.e., the entrepre- 
neur) . It may be therefore assumed that in practice the 
share of the businessman might have been greater than 
what is indicated by Brhaspati, where big undertakings 
were concerned. 

It is in regard to wages that we find the most Wages and 
elaborate treatment in our economic literature. The conditions 
dignity of labour is affirmed. A distinction is made be- 
tween “pure” and “impure” types of labour, and between 


^KaufUiya, III, 4 (p, 174); 

ewnn q’lRRrPT; 'iwn 

dltistiunn; dd: if 
II 


^Brhaspati (tr. Jolly). XIV, 29. 
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labour upon one’s own land and labour for hire.^ 
Our old literature shows that the position of the domes- 
tic slave was, so far as the standard of life went, dis- 
tinctly better than that of a hired labourer. Whether this 
was the cause, or the usual effect, of badly remunerated 
employments dragging down the people employed in 
them, or whether the lower real wages of the free 
labourer as compared with those of the slave, furnished a 
social index of freedom, it is not possible to decide. But, 
there is a definite pronouncement that it is degrading 
for a free cultivator to undertake paid service even 
under a king. This sentiment could not have been acted 
upon, and it probably represents only an attempt on the 
part of a writer to create an opinion unfavourable to 
rural exodus and unhealthy urban concentration. That 
the demand for labour was constant and considerable, 
and that the labourer’s position had to be made attract- 
ive so as to secure an adequate supply of labour for 
agricultural and industrial purposes may be inferred 
from two features of ancient labour regulation. The 
first consists in the penalties for breach of contract by a 
labourer in addition to the liability for any damage caus- 
ed by his neglect. The second consists in the liberal 
and humane provisions for the treatment of the labourer. 
Sukra suggests that a labourer should be remunerated 
according to his productivity and qualification and that 
the wages should be such as would maintain the labourer 

^ Naradasmrti (ed. Jolly, p. 141), V, 5-7: 

^ \ 

3T5pi II 

^ qm. n 
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and his family in tolerable comfort. In a maxim point- 
ing to the bad economy of low wages, Sukra maintains 
that “servants who get low wages are enemies by nature 
and are plunderers.’”' For domestic servants, Sukra 
provides leisure for three hours in the day and nine, 
hours in the night. His scales of sick, accident and 
pension benefits are very reasonable. A bonus of three 
months’ pay is due to a servant who has served five years, 
and of six months’ wages to one who has been long ill. 
A fortnight’s leave with allowance is due to one who 
has been employed for a year, a life pension of one-half 
the pay to a public servant who has served for forty 
years, and half the amount to his widow or minor 
children in case he dies in service, a bonus of 1 18 of the 
pay for an efficient servant for every year of his service, 
with compensation to the family, in the case of a worker 
who dies in harness. §ukra realises fully the value of 
kind treatment as one of the alleviations of labour, and 
has many wise words of advice on the subject.^ No 


1 Sukraniti, II, 11. 807-8 ; 

^Ibid., II, 11. 815-835: 

mra gmg il 
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provisions of equal liberality are to be found in other 
parts of our old economic literature. Whether the pre- 
cepts of Sukra reflect only his own ideals or the attempts 
to cope with a historical situation, we have now no 
means of knowing, nor whether his humane and sane 
precepts merely reflect the wisdom and experience 
of an economist of vision, or whether they are deduc- 
tions from the actual treatment of a difficult labour 
situation of his age. 


f%?lT I 

I II 

%5IT ^ ^ ?I?T I 


Ttrqhn qr gqh^^iqt qp^qjqt qr ?q^q% i 
31CTT5T qrrt^'q ’j^nq q«^ ii 
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LECTURE V 
PUBLIC FINANCE 

Finance furnishes a meeting point for Politics, Basic 
Ethics and Economics. It is therefore natural that, 
throughout history, theories of finance should be largely 
mixed up with their political and ethical aspects and im- 
plications. That this should have been so in ancient 
India also will not cause surprise, if it is remembered 
that the aim of individual and communal life then was 
the realisation of Dharma (Dha/rmapradhdna) and not 
a purely material objective (Arthapmdhana). In our 
theories of State finance the basic assumptions, in addi- 
tion to the hypothesis that all human effort should be 
directed towards the goal set by Dharma, were the ex- 
istence of government, and the maintenance of harmo- 
nious relation between the people and the government. 

In every one of our financial theories, the stress laid 
upon the necessity for the State involves a correspond- 
ing emphasis on the obligation of the people to support 
the sovereign authority, whatever its form. 

Basing on religious sanction, the ruler’s right to xheir 
levy taxes and contributions, and the obligation of the corollaries, 
people to pay them on an implied contract between the 
State and the subjects, had important corollaries. Im- 
position of taxes is not a matter of caprice. The duty 
to pay them is voluntary. The right to tax rests solely 
on the State’s discharging its appointed duties. 

The modern criterion of a tax is that it is a compul- Criteria of a 
sory levy by the State. The old Indian ideas of taxa- 
tion are implied in the very conception of a tax.^ It 

^Sukraniti, 1, 11. 37S-376: 
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is due to the King, because its payment is divinely ordain- 
ed, because it flows from an original contract, and also 
because it is the price for the security afforded to the 
subject by the existence of a settled government. The 
State may not only levy its share from the owner’s own 
property, but it can compel even the property-less person 
to contribute by his labour.^ 

Further, to our ancestors it seemed a reasonable 
deduction from their premises that the contributions 
made by a subject to the State should be deemed to be 
taxes only when they were collected for use in benefi- 
cial ways, and not for being squandered away by a tyran- 
nical government. This attitude is reflected in the many 
exhortations to kings, in our political and economic 
literature, for the expenditure of the revenues of the 
State only in ways beneficial to the people.’ 

A further support to this view is found in the state- 
ments that the tax is simply the wage (vetmiam) of the 
King, his reward for protecting his subjects, his remu- 
neration for being the servant of the people, and his 
salary as a public functionary.’ These ideas are deve- 
loped by extending the meaning of ‘protection’, so as to 
make it comprehend internal security, including the 


^ Apastamba, II, 10, 26, 9: 

Manusmfti, VII, 138: 

tirfH li 

* e.g., Kamandakiya, V, 86: 

* Mahabharata, XII, ch. 71, si. 10: 

Sind Narada (Jolly’s tm.), XVlIl, 48. 



Tax Evasion 


US 


maintenance of law and order, and the relief of indigence 
and unemployment. 

The element of compulsion in a tax suggests the Tax 
possibility of total or partial evasion of the tax. A tax 
may be evaded by concealment of resources, false de- 
clarations, smuggling and cheating. It may be avoided 
altogether by the tax-payer removing himself, or his pro- 
perty, beyond the jurisdiction of the taxing state. That 
such methods of escaping the taxation were not unusual 
in ancient India may be inferred from the severe penal- 
ties provided for the offences. The Arfhasastras and 
inscriptions show that the threat of subjects to leave the 
territory of an obnoxious ruler was often real. There 
is Sastraic sanction for the exodus. According to the 
Mahabhamta, among the six persons who may be justly 
deserted, in the same manner as a ship which has sprung 
a leak in mid-ocean, is the King who fails to protect his 
peopled Kautilya pointedly refers to the readiness 
with which subjects, who are either oppressed by 
famine, or who suffer through defective protection in a 
State, readily lend ear to coamsels of disaffection suggest- 
ing wholesale migration to the territories of other 
kings.* The rigour with which the evasion of taxes 
and customs are asked by Kautilya and other writers 
to be punished, indicates similarly the fact of evasions 
and the tendency for their spread. The highest fine in 


^ Ssnti Parva, ch. 56, si. 44-45 : 

^ niw ^ Jrrtoi. || 


^Kaufiliya, XIII, 2 (p. 394) : 
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the Mauryan Empire, vis., 3,000 pams, is provided for 
the offence of smuggling. The temptation of subjects 
to conceal their wealth and avoid its taxation should 
therefore be foreseen and prevented by a wise king. 
For, “he alone is the best of kings, whose subjects are 
not compelled to hide their wealth’’. 

In our old economic theory the recognition of the 
moral, political, and economic necessity for taxation 
goes side by side with the perception of the importance 
of fisc. The Treasury is (kosa) one of the seven 
elements (saptanga) of the State. A king with an empty 
treasury preys on his people ; keep the treasury therefore 
full. All enterprises find their root in treasure; let 
kings and ministers therefore endeavour to keep the 
treasury full. Wastage, faulty collection, defalcation 
and inefficient management, reduce treasure; let them 
be therefore sternly repressed. The works of Kautilya 
and Sukra, the former particularly, contain many such 
precepts. Their detailed character suggests that they 
reflect practice. It is with the same object that com- 
plicated machinery for auditing the collection of 
revenues’^ and its expenditure* is suggested by Kautilya 
and Sukra. The unwinking vigilance, with which the 
interests of the exchequer were safeguarded, is also 
testified to by the available epigraphic records of both 
North and South India. The latter relate mainly to 
the period of the great Cola Empire. They show 
that even small exemptions from taxation were invari- 
ably brought on record, and that the rule requiring the 
countersignature of the chief financial authority of the 
kingdom (Olainayaham) to grants was always insisted 


^See Dikshitar, Hindu 'Administrathfe Institutions, PP. 206-7. 
2 /bid., ch. IV, Sec. III. 
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on.^ The minuteness with which revenue schemes are 
carefully worked out, in all their detail, in our old 
treatises, is itself proof of acute sensitiveness of an old 
Indian kingdom to the interests of the fisc. 

It is mainly to safeguard the exchequer, as well as 
to secure the needed certainty in taxation, that impor- 
tance is attached firstly, to an accurate survey and 
record of the holdings of land and of the productive 
resources of the kingdom generally, and secondly, to 
the census of the population and the collection of vital 
statistics, not periodically but as part of the daily ad- 
ministrative routine. The head of the village, the dis- 
trict officer, and the city mayor are all required by 
Kautilya to maintain accurate vital statistics. The 
enumeration of the people and their houses and cattle, 
as well as the measurement of arable land, pasture, and 
garden land, was the duty of the Collector (Sam&- 
harta) of Kautilya, in order that there might be accurate 
data for the valuation and assessment of the people’s 
wealth.® That such great surveys were actually car- 
ried out, even in big empires, is shown by the epigra- 
phic references to two great surveys undertaken by the 
Cola Kings Raja Raja I® and Rajendra Kulotturiga I,* 
in A.D. 986 and 1086 respectively. It is noteworthy that 
the records of the survey and settlement of a.d. 986 
were available to the next survey, undertaken a hun- 
dred years later, mainly with the object of bringing up 

1 Madras Epigraphist’s Report for 1910; S. Krishnaswami Aiyangar, 
Ancient India, 1911, p. 175. 

^Kaufiliya, II, ch. 35, pp. 141-3. The whole chapter is worth 
attention. The City Mayor had to model his duties on those of the 
Collector. See ibid., II, ch. 36, p. 143 : 

^Madras Epi. Report, 1912-13, p. 96. 

*Ibid., 1913-14, p. 37. 
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to date both the records and the assessments of the 
earlier survey. The maintenance of such detailed 
and comprehensive records of economic conditions and 
taxable capacity of the people, we owe in all probability 
to the old Indian custom of bringing on record every 
fiscal matter.^ 

From the meticulous attention of our authorities 
to sources of revenue, however small, we should expect 
a corresponding minuteness in specifying the forms of 
obligatory State expenditure. But, the references to 
State expenditure in our authorities are not as full or 
systematised as those relating to the collections. A 
budget in the modern sense does not appear to have ex- 
isted. Our writers are generally agreed that, in abnormal 
as in normal times, the expenditure of a State should not 
outrun its revenue. To ensure this, they strain ingenuity 
to discover new forms of revenue for meeting the 
progressive needs of the State. They advocate large 
and recurring annual surpluses. If, through unfore- 
seen causes such as seasonal vicissitudes, epidemics or 
war, the income of the State shrinks, or its expenditure 
grows abnormally, the emergency is to be met by special 
expedients for raising the necessary funds. The ela- 
borate provisions, which we find in the works of Kau- 
tilya and Sukra,* for meeting such emergencies would 
show that they were neither few nor infrequent. 

This perfunctoriness in dealing with obligatory ex- 
penditure is striking if when considered in relation with 


"^See R. K. Mookerjee, Local Government in Ancient India, ch. VII. 

^See Kaufiltya, Bk. V, ch. 2. The -whole chapter, with its de- 
tailed description of the devices of ‘emergency finance’, is worth study. 
The fiscal expedients collected together in this chapter were apparently 
resorted to by financiers who were hard up. They are not to be treated as 
recommendations of Kaufilya. 
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the acute sensitiveness of our financiers to the interests 
of the subjects. In strong language, the failure of the 
State to spend its revenues, in such a way as to develop 
the resources of the subjects, is censured.^ In equally 
strong terms is the type of taxation condemned, which 
trenches on the accumulations of the people and cripples 
their productive capacity. Our financiers have many de- 
vices for relieving the subject, considered as a consumer 
as well as a producer. The elimination of the middle- 
man in many manufacturing operations by placing them 
under direct State-management is one of these. The 
old Indian State relied very largely on what would now 
be called ‘non-tax receipts’. This is probably due to 
the anxiety of Indian statesmen to discover forms of 
income, which would be free from conspicuousness, 
would not press hard on the poorer section of the 
population, and would be un-obnoxious. 

It must be however admitted, in fairness to §ukra, Sukra on 
that he has made an attempt to give what he regards ”pendimre^ 
as the ideal proportions, in relation to the income, of to state in- 
the various items of public expenditure. But, he has 
furnished two seemingly inconsistent standards.* He 
lays down first, that heads of the villages ( grama) are to 
receive one-twelfth of the income from the village, that 
the army is to be maintained by three such parts, charity 
is to be met to the extent of half such part, and people 


See also Sukraniti, II, 337-8. 

^Sukraniti, I, 631-63S: 

^ I 
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be entertained with half of such a part, officers are to 
be paid half such part, the King’s personal expenditure 
is to be met out of half such a part, and the 
treasury is to have the balance. This rule, dividing the 
income into six divisions, is obviously designed for all 
States but the smallest. In a later part of his treatise, 
a different proportion is given by Sukra. “The ruler, 
whose income is hundred thousand karsas should every 
month spend one thousand five hundred on contingencies, 
charities and personal wants, one hundred on clerks, 
three hundred on counsellors, three hundred on wife 
and children, two hundred on men of letters, four 
thousand on cavalry and infantry, four hundred on 
elephants, camels, bulls, and arms, and save the remain- 
ing one thousand five hundred for the treasury.”* It 
will be noticed that the two standards differ greatly. In 
the former, the military expenditure forms only 25 per 
cent, of the revenue, while in the latter it amounts to 
52 ’8 per cent. The allotment for charity and learning 
is a little over 4 per cent, in the first and only 2 -4 per 
cent, in the second schedule. The cost of administra- 
tion is set at 12 per cent, of the revenue in the former, 
and at only 3-6 per cent, in the latter. In the first 
scheme, 50 per cent, of the revenue is to be saved, and 
in the second only 18 per cent. The difference 
is however only apparent and not real. A re- 
conciliation is possible if the first scheme is 
taken to indicate the manner in which the income derived 
from a village is to be expended, in and for tHe village, 
leaving a surplus of half the aggregate collections, for 
the use of the central government, and the second is 
viewed as giving the normal proportions of the heads 
of expenditure of the central government. The inter- 
pretation can be justified on two grounds. The passage 
^ SukrmUi , IV, vii, 53-58. 
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in Sukramtisdra, which lays down the first standard, 
definitely refers to the “collections of the village”. 
Secondly, the absence of any reference to important and 
familiar items of revenue, such as customs, excise, tolls, 
etc., in that passage, should lead to the inference that 
it relates only to land revenue and minor collections 
made in the village. If this distinction is borne in 
mind, it will be possible to understand the difference 
in the percentages in these schemes for the several heads 
of expenditure, e.g., the civil list, general administra- 
tion, etc. The revenue of the village will not ordinarily 
include items which accrue to the central exchequer. 
Consequently, a smaller percentage of the consolidated 
receipts of the kingdom will represent a larger sum than 
a higher proportion of those revenues, which are raised 
from villages only, would amount to. 

Sukra is always for details, where details are avail- Heavy miii- 
able. His general recommendations in regard to the 
proportions of expenditure, without an attempt to work 
out their details, may suggest that the standards set by 
him were perhaps somewhat idealistic. But, it is not 
difficult to believe that parts at least of his scheme 
approximated to facts. For example, our knowledge 
of the strength of the army and the size of the military 
expenditure in Indian empires, for e.g., the Mauryan 
empire, will justify the belief that the proportion of the 
annual income set apart for meeting the military ex- 
penditure might well have amounted to a little over one 
half the aggregate revenue. The growth of arma- 
ments may be explained in various ways, e.g., from 
small States, weak international law and ambi- 
tious rulers, from the need to safeguard extensive 
frontiers against powerful and warlike neighbours, etc. 

This conclusion is strengthened by a study of the 

16 
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chapter in Kautilya’s ArthaJastra^ which deals with the 
salaries to be paid to soldiers of all ranks from private 
to the general-in-chief. The common foot-soldier of 
the Mauryan army was paid 500 panas a month which 
works out to about sixty rupees a month in money, at 
the present price of grain. A Mauryan general would 
have received what would now be equal to six thousand 
rupees a month. Relatively to those employed in civil 
occupations the soldiers of the Mauryan army were 
liberally paid, and the cost of maintaining in times of 
peace, an army so well paid, provided both the occasion 
and the justification for the very complex scheme of 
public revenue which we find. 

The absence of details on the side of public expendi- 
ture of the same degree of fulness, as those which are 
given on the revenue side, in the Arthasdstra of Kautilya 
will perhaps justify the belief that he shared with other 
Indian thinkers the view that all public collections are 
within the unfettered control of the ruler, and that the 
Government is at liberty, within the limits imposed by 
tradition and safety, to distribute them at its discretion 
between the various kinds of expenditure. A bad con- 
sequence of this position is that, under selfish or unwise 
rulers, a disproportionate amount of the revenue might 
come to be expended on the king’s personal wants, the 
State charities, and an army too large for the needs of 
the country, thereby crippling reproductive expendi- 
ture on the material and moral development of the 


iBk. V, ch. 3 (pp. 245-247). 

The wage of the lowest paid labourer is 60 panas. The foot- 
soldier therefore received over eight times the wage of the common 
labourer. According to the rate for commuting money to grain given, 
by Kautilya (Bk. V, ch. 3, p. 247), one aihaka of food-grain is equal to 60 
/lonoj of pay. An a4haka is equal to about two maunds, or a sack of food- 
grain roughly. 
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people, in what would now be termed nation-building 
activities. 

The advocacy of large State hoards, maintained State 
from recurring annual surpluses, might be justified on 
the need of protection against war and famine. The 
bulk of the revenue is derived from land, and the pros- 
perity of land depends upon the seasons. In spite of 
elaborate directions for precautions against the failure 
of rains and seasonal vicissitudes, which are given by 
our writers, such as the construction of reservoirs 
and channels for irrigation, the improvement of the 
means of communication, the constant extension of the 
area under cultivation, and the judicious redistribution 
of the agrarian population, in order to prevent conges- 
tion in particular localities, the inculcation of habits of 
thrift in the people and the formation of grain stores 
in suitable centres, we know that famines were 
then neither less frequent than in modern times nor less 
disastrous in effect. The liability of a State to be called 
to meet a foreign enemy, at any moment, follows 
from the weak international law of the time,^ the un- 
settled nature of political boundaries and dynastic 
claims, the ideals set before the kings to make conquests, 
and the absence of a national sentiment, on which a State 
could rely in a stand against invaders. In such emer- 
gencies, a State could hardly depend solely upon a 
militia furnished by the Ksattriya caste. Even on a 
peace-footing, the army had to be recruited, from all 
sections of the population. That this was the actual 
case is denoted by the discussion in Kautilya’s Artha- 
sastra of the relative merits of soldiers drawn from the 


^ See in this connection N. N. Law Inter-state Relations in Ancient 
India, 1920, and S. V. Visvanatha, Internatio.nal Relations in Ancient India. 
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different castes.^ This comparison would be pointless 
if the profession of arms was the monopoly of the 
Kmttriya caste. Constant preparedness for war, as a 
gpiarantee of internal peace and as security against 
foreign invasion, must have taken the form of large 
standing armies. Some idea of the conditions may be 
derived by the perusal of the narrative of Hiouen 
Thsang’s travels in India,* during the seventh century 
A.D., and his accounts of the political divisions and 
the military strength of the various kingdoms of the 
day. The recollection of the waves of invasions, which 
had rolled over India in the past, from tfie north- 
west, should have also contributed to the general feel- 
ing of insecurity, and induced States to rest their safety 
upon the maintenance of adequate military forces, and 
on the accumulation of such cash reserves as would 
enable them to add promptly to their military strength, 
when needed. 

Central and The low percentage of expenditure apparently 
diture!*^'" suggested for items of social service like poor relief, 
the construction of protective irrigation works, and 
industrial and commercial development, might also be 
explained. Our old theories separate central from local 
finance. We learn from Megasthenes® and Kautilya 
that municipalities had their own resources and fiscal 
obligations, and that they had to look after such matters 
as sanitation, the establishment and management of 

^Bk. IX, ch. 2, p. 343: 

* A reference may be made to Beal’s Life of Hiuen-Tsiang (Triibner's 
Oriental Series). 

* Fragment 34. See V. R. Ramachandra Dikshitar, Hindu Adminis- 
trative Institutions, 1929, pp. 374-381, where the evidence is summarised. 
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markets, the erection of fortifications, the city police and 
poor relief. The village is similarly responsible for its 
own administration, sanitation, poor relief, communica- 
tions and irrigation. Within the province of the central 
government lie only those duties, which could not safely 
be assigned to villages and towns, or which could be 
more conveniently undertaken by the central government 
than by local bodies. 

The budget proportions, in the Arthasdstm of 
Kautilya, relate only to the expenditure from the central 
fisc. Such expenditure would naturally be small on 
those items for which provision is made by voluntary 
organisations, or in local bodies. In regard to poor 
relief, a definite responsibility was admitted to lie upon 
the State."^ The State had to provide work for the im- 
employed, and asylums for those who by age, disease, 
or accident, were unable to earn their livelihood, and had 
no relations on whom they might be legally charged. 
Nevertheless, the burden of poor relief lay more heavily 
upon the people than on the State, in ancient as in 
modern India ; but, it was willingly borne, owing to the 
belief in the spiritual benefits, which would accrue from 
the practice of charity. 

The responsibility of the State for the advance- 
ment of education was believed to lie only in making 
stray gifts to eminent teachers, or in occasional endow- 
ments to big universities (Parisad). Such univer- 
sities as those of Taksasila, Dhanya-kataka on the 


‘ Brhaspati quoted in the Viramitrodaya : 


II 
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Krsna, Nalanda and Vikramsila in Bihar, were in no 
sense State foundations. They were established and 
maintained out of pious gifts, made by private persons 
and kings. 

A consideration of the heads of income, in a well- 
developed ancient Indian State, and the principles of the 
assessment may now be attempted. For such a study, 
there is ample material in literature and in inscriptions. 
It will show that the tax system of ancient India was 
quite as complex as it now is. The classification of 
taxes was deemed to be important. The Arthasastras 
differentiate between forms of revenue, not according to 
their incidence but according to their source. Revenue 
is either derived from land (pdrthiva), or derived from 
sources other than land (apdrthiva). Under the for- 
mer, come the contribution of the Crown lands (bali),^ 
the land revenue paid by private owners {hhdga), the 
cesses collected on the supply of water from State sources, 
the tree-tax of one-sixth of the fruits of trees, medici- 
nal herbs, etc., the profits of State mines and quarries, 
the sale produce of forest produce, and the income from 
the royal herds, as well as the tax collected from owners 
of private cattle farms. All other revenue comes under 
the head of apdrthiva. In this rough classification, no 
attempt is made to distinguish direct and indirect taxes, 
rents, taxes and fees and royalties, and tax and non-tax 
receipts. The last of the distinctions may have appear- 
ed unimportant to our ancient economists, as from their 
standpoint, the only test of a tax was that it was due 
to the State. It does not, however, follow that the re- 
lative merits of direct and indirect taxation was not 
understood. In our ancient rules of taxation, we find 
that much store is set on the tax being directly levied 


^See Ar. Sas, Bk. II, ch. 24, entitled SUddhyak^a. 
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from the tax-payer on account of its certainty, e.g., of 
the land tax, the poll tax, etc. We also find that the 
advantages which indirect taxation affords for quietly 
adding to the burdens of the community, while enabling 
the revenue to be collected conveniently and economi- 
cally, were also appreciated. 

During all periods of Indian history, land has been The tax on 
the mainstay of the State. That there was considerable 
scope for independent views in regard to the amount, 
which should be taken from the land, is shown by the 
difference of opinion among our writers. The rate 
varies from one-twelfth, one-tenth, one-eighth, and one- 
sixth, in normal times, to as much as one-fourth and 
even one-third of the produce, in times of emergency. 
According to Mmmsmrti, the amount of the land tax 
might range from a twelfth to a sixth of the produce, 
the correct proportion being determined, as pointed out 
by the commentator Kulluka, by the nature of the soil 
and the labour necessary to cultivate it.^' The prescrip- 
tion in the Mahabhamta is of proportions of one-tenth 
and one-sixth. In the Jdtakas^ the rate seems to have 
been from a twelfth to a sixth. According to Kautilya, 
the normal rate of land revenue is a sixth of the pro- 
duce, but lower rates are admissible for lands which are 
not properly cultivated. “Fields that are left unsowed 
owing to the inadequacy of labour, may be brought 
under cultivation by employing labourers on condition 
of giving them half the produce ; or free labourers might 
be permitted to cultivate such fields at their own ex- 
pense paying a fourth or a fifth of the produce grown,” 

11 

'‘■See remarks on Manu, VII, 130. 

* Jataka, II, 239, 276, and 378 ; IV, 169. 
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he declares.^ The first of these alternatives refers to a 
form of metayer tenure, still to be found in various parts 
of India; and both show the State’s resolution not to 
allow any cultivable land to remain uncultivated. Like 
Kautilya, 8ukra suggests that the rate be based on tlie 
amount of the produce, the cost of cultivation, the condi- 
tion of the market, and the nature of the soil. The rate 
on barren and rocky land is not to exceed one-eighth, 
while it might be a fourth on rain-fed lands, a third on 
artificially irrigated lands, and as much as a half on 
lands which enjoyed continuous irrigation. The aim is 
always that, after the payment of the tax, a surplus 
should remain in the pocket of the cultivator. The net 
return to the cultivator should be ‘double his outlay’. 
8ukra refers to the system of farming the revenue collec- 
tion, to which however there is no explicit reference in 
earlier writings. 

The imposition of the ordinary land tax (Mdbhdga) 
does not exclude additional imposts upon land, such as 
the water cess, tolls, and octroi. In the days of Rajadhi- 
raja Cola (1035-1053 A.D.) the total demand of the 
State, on all these accounts, was a little over 25 per cent, 
of the gross out-turn from land.* It was apparently 
not less in the days of Kautilya. The practice of our 
old financiers appears to have been to accept the sastraic 
canon of taking only a sixth of the produce of land, 
{sadbhdga') as the State’s share, but add to it a series 
of fresh demands bringing the aggregate collection to a 
great deal more than the one-sixth. A further device, 
which 8ukra suggests, is to take advantage of the differ- 


’^Kaufillya, II, 24: 




*TnT I 


* See K. V, Subramania Aiyar — Historical Sketches of the Dekhan, 
1917, p. 352, 
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ence between the standards of land measurements, 
named after Manu and Prajapati, the former being four- 
fifths of the latter, and substitute the standard of Manu 
for that of Prajapati, the ordinary standard, in measure- 
ments preceding assessment. The result would be a 25 
per cent, addition to the collection, or live per cent, of the 
gross produce."^ 

The number of the other items of revenue is legion. 

Some indication of them may be gleaned from the Kau- revenue, 
fillya. Kautilya classes revenues in seven divisions, 
according to source.^ Among them are the following: 
the income from the country (rdsfra), which includes 
the revenue from Crown land (slta), from private lands 
(bhaga), the special tax demanded from land for reli- 
gious purposes {ball), sundry collections in money 
(kam), the dues on boats, ferries and ships {tar a) and 
road cess and toll (vartam). The revenue derived 
from cities included items such as fines, license fees 
on weights and measures, fees for the issue of passports, 
income from the jail, mint, gambling houses and slaugh- 
ter-houses, the proceeds of the salt monopoly, gate dues, 
octroi, and the profession tax.^ The revenues from 

'^ 1 , 418 - 419 : 

MI, ch. 6. 

® Each of these heatds is dealt with in detail by Kautilya. His 
classification is as under : 

Kautiliya, II, 6 : 

^ir ^ ^ aFirm =ai^ I 

aicia 

^ ^ ssR ^ 

aaaT^w ^RaffR^i^ ^ fan. i 

atai HHTi af^: am afa^ aaiwma aia: qia Mia aiMl 

17 
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monopolies and from the State mines, forests and cattle 
ranches comes under another head. The main sources 
of revenue are the land tax (including forests), customs 
and excise, the proceeds of the salt monopoly, property 
taxes, judicial and other fines, the profits of State facto- 
ries, the revenue from the Crown monopolies in gambling, 
the sale of intoxicants, the manufacture and sale of salt 
and saffron, the trade in horses and fine wool, the 
sale of elephants, and miscellaneous items like octroi and 
port dues. Besides these, Mainismrti mentions the 
poll-tax, and forced labour or corvee.^ Treasure trove, 
presents made to the king, escheat and capital-levies, like 
those suggested by the Mahahhdrata,^ are among emer- 
gency measures, and are classed as unusual or occa- 
sional revenue. The most important taxes on consump- 
tion are customs and excise, which, along with land 
revenue, formed the mainstay of the State. Customs 
duties are ad valorem.^ In cases in which the import- 
ed articles competed with the manufactures, of which the 

5wi>+,rfc| I iM I '-II : | 

*TRf|W3Trf^ 5151: I 

I II 

iVII, 138-139. 

®XII, ch. 88, 27-34; ch. 130, 39ff and Mannsmrli, VIII, 34-35, 39. 
mHKw^id I 

=^kT^ II 

dWK<{id' ^ ^TT || 

ff =? mr i 

aTWTJmTH.tRT ^J^tldMIdff m II d. 

® Kautiliya, II, 21 . 
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State had a monopoly, e.g., salt, a higher duty of sixteen 
and one-third per cent, was imposed on the imports, to 
protect the State monopoly. The rates of customs duty 
ranged from 2 per cent, in the case of articles of ordi- 
nary consumption, to sixteen and one-third per cent, in 
the case of imported salt, to certain unspecified but 
higher percentages on articles of great value like con- 
ches, diamonds, pearls, etc., in whose case the amounts 
to be paid were fixed then and there by the custom house 
experts.^ The duty of 10 per cent, imposed on foreign 
goods by Kautilya is not unreasonable, as the imports 
consist mostly of luxuries. In their case the customs 
duty served to augment the revenue or to restrict con- 
sumption. It is on the same principle that, while the 
ordinary duty on sales is 5 per cent., silk garments, arse- 
nic oxide, skins, carpets, etc., are charged twice the duty, 
i.e., 10 per cent. Light duties are imposed on articles 
of common consumption or of use in local manufactures, 
and heavy duties on articles of luxury. Kautilya frees 
from import duty grain, cattle and metals, as well as 
weapons, armour, military vehicles.^ The list is 
significant. 

Inheritance taxes are not mentioned by Kautilya. 
Among the direct taxes are fees for licensing weights 
and measures, gambling houses, and places of amuse- 
ment. In times of stress, even domestic cattle and the 
income of artisans are liable to taxation.^ 

The non-tax receipts of Kautilya’s State appear to Non-ta* 
have been derived from the fleet of boats for passengers 
and goods, the earnings of river ferries, and the profits 


’ KanfillyOi II, 16 and 22. 

^ See infra note 3 on p. 95; and ibid., II, 21, p. 111. 
® Mahabhdrata, XII, 87, 14. 
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of State undertakings/ Three monopolies are mentioned/ 
The first is in oil, and the second is in salt, which was 
either manufactured directly under State supervision or 
under license. Mining is the third monopoly. Accord- 
ing to Maniismrti, it was open to the public, perhaps 
under license, subject to the payment of a royalty of 50 
per cent. Like treasure trove, the State had the first 
right to mines, a discoverer only getting a share. Kau- 
tilya makes a curious classification of mines, as “ocean 
mines”, which yield pearls, conch shells and coral and 
salt, and “land mines”, which yield metals and gems. 
The distinction is perhaps due to administrative reasons. 
Besides these, there is the income from poor-houses 
maintained by the State, partly for the manufacture of 
the articles needed for its own use, (like our present day 
jail industries), and partly to find employment for slaves 
and the able-bodied destitute.^ 

Among miscellaneous collections are judicial fines, 
port dues,* which were distinct from both customs and 
excise, fees for fishing licenses, the seigniorage on coin- 
age® and escheat. 

The above enumeration of the chief items of Maur- 
yan finance will show that virtually no conceivable tax- 
able source was left untapped. 

Principles The analysis of our old schemes of taxation re- 

of taxation, Underlying principles. Maxims of taxation 

are sometimes given, but they are more rules of taxes 
than of taxation. The principles can be collected under 
the familiar heads of modern canons of taxation. The 
advice of Kautilya that the State should imitate the 
wise gardener, who collects only the ripe fruit, involves 

^Kautiliya, II, 28. 
mid., II, 12. 

^Ibid., II, 23. 

*Ibid., II, 28, 126. 
mid., II, 13. 
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the ‘canon of convenience.’ Very often the precepts 
are shrouded in picturesque figures of speech. Such 
similes are numerous. The taxing king is, for exam- 
ple, to be a wise cow-herd, behave like the bee, the leech, 
the tiger, the mouse, the owner of a young bull, the 
garland-maker and the market-gardener. The com- 
mentators explain these similes as rules of finance. 

The State was enjoined to permit the resources of 
the subjects to grow before imposing taxes on them. A 
tax should be collected after a careful consideration of 
place (dcsa) and time (kdh) . This implies the ‘canon 
of convenience.”' The specification of the percentages 
to be collected, under the several tax-heads, denotes that 
the proportion to be paid is to be definite and its amount, 
as well as the time and manner of its payment, are to be 
as clear to the payer as to the tax collector. This is a 
‘canon of certainty’. The ‘canon of economy’ is involved 
in the exhortation to keep down expenses,* and avoid 
waste and the multiplication of agencies for collection. 
The aim is obviously to do what Adam Smith has en- 
joined, vis., “to take out and to keep out of the pocket of 
the tax-payer as little as possible over and above what 
goes to the coffers of the State.” The ‘canon of equality’, 
in the sense of equality of sacrifice, is admittedly hard to 
put into practice, because sacrifice is measurable only by 
reference to psychical States. This is perhaps why our 
old economists do not trouble themselves to lay down 

Mahabharatct, XII, 38, 12: 

?in#Rr II 

Kautilxya, 'V, 2, p. 244: 

* Economy is the very spirit of Kautilya, who hates waste. See 
Mahabharata, XII, 87, 16. 
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any rules to secure parity of sacrifice. Nor was it to 
be expected from them, if the social assumptions of their 
times are considered. 

Faculty to pay, in our old rules, is limited to the 
ability to pay individual taxes, and it does not extend 
to the tax-system, considered as a whole. It is repeatedly 
urged that what a person should pay as a tax should 
depend upon his capacity. The land tax is not to be 
collected if the harvest does not leave a margin out of 
which the tax can be paid. The schedule of taxes on 
commodities and sales is to be prepared only after cal- 
culating cost of production, normal profits of the trader 
and other middle-men, length of time for which the arti- 
cle will remain unsold, possibility of clearing the entire 
stock and the fluctuations of the market. In the words 
of Manusmrti, the yoga-ksemct of the tax-payer must 
receive due attention.^ Yoga-ksema is a wide expres- 
sion and it would comprehend all the conditions consi- 
dered necessary for ensuring the stability {yoga) and 
welfare (ksetna) of the tax-payer.^ The exemptions of 
the unaffluent sections of the people in ordinary times 
from the taxation, to which they are liable in times of 
difficulty to the State, as well as the imposition of higher 
duties on articles of luxury consumed by private indi- 
viduals, imply a principle of progression. Double taxa- 

iVII, 127: 

^ II 

* The expression occurs in Manusmrti, IX, 219 among a list of im- 
partibles. Biihler (p. 379) takes it to mean ‘property destined for pious 
uses’; also, in a philosophical sense in Bhagavadglta, IX, 22. For a 
recent discussion of the wide import of the expression, see Amamath 
Ray: "Yoga Kfema", in Bulletin of the School of Oriental Studies in 
London, Vol. VII, Pt. I, pp. 133-137 (1933). 
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tion is viewed as unfair.’* A rebate of the customs duty, 
paid by a foreign merchant, is to be given if the omission 
to grant the rebate will discourage foreign trade. 

In one respect, our old tax systems may be regarded 
as in advance of the modern. The present-day criterion 
of taxability is the possession of wealth or income. A 
sturdy mendicant is not taxable, even if his idleness is 
self-imposed. An indigent vagrant becomes formally or 
informally a burden on the community. In the old 
Indian view, the potential capacity to earn an income 
is equal to the possession of an income, for purposes 
of taxation, with the exception of the exemptions dic- 
tated by the religious beliefs of the age (Brahmans, 
monks, etc.). The old Indian State granted no other. 
Every one capable of doing work is to be taxed in either 
the fruits of his labour or in unpaid labour for the State. 
The utilisation of the labour of criminals and civil 
debtors for public undertakings, like the construction of 
roads, reservoirs, embankments, etc.,® and the levy of 
compulsory labour (visti) from those unable to pay in 
cash, illustrate this principle. It is permissible to see in 


^ Sukranlti, IV, 2, si. 214-5 ; 

II 

* Sukraniti, I, 536-7 : 

Ibid., IV, 1, 181-3: 

fwuta 3 TimH. I 
JireuM ^ ^ I 

5 cfT q li 

Ibid., IV, 1, 215, 217; 

ft I 

^ d'i'l; I 
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the practice a recognition of the contingent advantage of 
reducing the number of idle vagrants and paupers, who 
might become a social encumbrance or even a political 
menace. The Indian economist is conscious that taxes 
must fall on persons, and not on property. 

The social It has already been pointed out that the right of 

theory. State to tax arises solely from the protection it gives, 

the right ceasing when the capacity to protect disappears. 
‘The social benefit theory’, which seeks to establish a 
relation between taxes and the benefits conferred to the 
tax-payer, may appear to be implied in this postulate, but 
it is not. For, if the principle of protection is applied 
to individuals, so as to make the contribution in taxes 
proportionate to the benefit derived by each tax-payer, 
the absurd position, that the members of society who 
receive most benefit from the State, should contribute 
most, is reached. This fallacy is escaped in the Indian 
proverb, ‘the right of the road is to the blind, the deaf, 
and the cripple’.’’ Social benefit is estimated by reference 
to the benefit to the community as a whole, and not to the 
individuals composing the community. 

Non-eco- Tax systems are often used to secure specific social 

of taxaTbn. political objects. This possibility is not lost sight 

of by Ofur authorities. The concentration in State work- 
shops of the manufacture of spirituous liquors, poisons 
and drugs, whose unrestricted use would under-mine the 
health and morale of the people, is apparently dictated 
by this conviction.” Consumption is controlled more by 
regulating the quantity produced than by raising prices 
to the consumer. Unrestricted production of liquor, 

’ qjqr T'*!! 'psiT: I 

^ Kautiliya, II, 25, p. 119: 

gtiqi: 11111^11^^^1% RKyMIH., %?TIH^RWH srpTFIR:, 
ciTWRTH. , 

% %Kcraici%I R%: I TRIilfR 3Ttf=qrK'J|: | 
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side by side with its sale at high prices, invites evasion, 
illicit production and even excessive consiumption, for as 
Adam Smith saw, the attraction of deleterious articles is 
as often their high price as their intrinsic qualities. 

Most of our old taxes were chosen for their high Eiasiiciiy 
productiveness. Their large number reflects the life of a 
big kingdom, with a large and composite population. 

Under a good system the revenue must automatically 
grow with the growth of the wealth and population of the 
country, and with the increasing calls for governmental 
expenditure. This elasticity in the tax-system is secured 
by our old financiers by a mixture of direct and indirect 
taxation, and by making the tax on land (the area of 
which was under constant extension) and the taxes on 
articles in common use, the chief props of the fisc. Land 
revenue furnishes an income which is steady and calcu- 
lable. Taxes on consumption are also increased easily 
without new machinery and generally without additional 
cost. 


The above survey of ancient Indian Finance reveals General 

1 • r r 1 • review o 

certain features. It shows the completeness of theories Indian 
and their remarkable soundness, even if judged by 
modern canons. It discloses also the powerful hold 
which the theories had upon the Indian rulers. Our in- 
scriptions and literature delight to say that particular 
kings levied taxes only in accordance with the precepts 
of sages like Manu. This can only mean a widespread 
desire to pay homage to an ideal. A third 

feature consists in the ingenuity shown in de- 
vising tax schemes which, while filling the trea- 
sury, put little additional burden on the peo- 

ple. Such lurid pictures, as we find in the Rajataranginl 
of Kalhana, of objectionable fiscal expedients to which an 
extortionate king like Sankaravarman (A.D. 883-902) 

18 
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had recourse, the fill a depleted treasury,^ and the study 
of the methods suggested by even public spirited and 
high-minded writers like Kautilya^ and Sukra, for mak- 
ing additions to the income of the State, in periods of 
grave emergency,® show that the administration of our 
old Indian States, normally in accordance with the 
maxims of Indian economists, was in no way 
oppressive. It may even be claimed for the old 
Indian State that it anticipated and avoided some 
of the difficulties with which a modern State 
is often faced, because of the differences in their 
outlook. Our old economists openly base, on certain 
fundamental ethico-social assumptions, the right to tax 
and the liability to pay. It became thereby possible for 
them to use the tax system to prevent such social strati- 
fication as might lead to class hatred, anarchic 
agitation and a proletariat. The survey of econo- 
mic policies and conditions of a great empire, like that 
of the Mauryas or the Guptas or the imperial Colas at 
their best, will show that however heavy the burden of 
taxation might sometimes have proved, it was borne by 
the different classes of the population because, among 
other things, they had the satisfaction that they obtained 
adequate protection against dangers, internal and ex- 
ternal, the service of an efficient administration pre- 
sided over by sovereigns, who shared their belief 
in the direction of all human activity to the goal to a 
high moral purpose. 


Rajataraiiginl, V, 160-183. 

2Bk. V, ch. 2. 

® I, 418-9 gives a device to increase the assessment by over 50 per cent. 
Also, see Nuivakydmrta, p. 82: (Gopala Narayan edn.) ; 





LECTURE VI 

ECONOMIC FUNCTIONS OF GOVERNMENT 


The economic ideals of a government may be deduced DiiTiciiii> , 
from its character, aims and activities. It will not 

' ... economic 

be correct to ascribe all activities of a State to eco- aims, 
nomic causes. A government in its actual work is influ- 
enced by many complex ideas. Even if the word ‘econo- 
mic’ be given a wide extension of meaning, it will not be 
possible to bring under it all the ideals and activities of 
an advanced community. Religious and moral ideals 
and political expediency are interwoven with economic 
ideals in the evolution of forms of government. In 
the cases of governments like those of ancient India, 
which frankly started with religio-ethical aims, it is diffi- 
cult to attempt an interpretation of their working, which 
would make the economic factor the sole or even the 
most powerful. On the other hand, economic aims are 
themselves often subordinated to, or result from, the reli- 
gious and ethical ideals of governments. 

In the search for the underlying motives of the poli- 
tical and economic organisations of ancient India, we 
encounter two difficulties. The first consists in the ab- 
sence of any clear lines of demarcation between religious, 
ethical, political and economic ideas. The second 
arises from the character of the ‘sources’ from which 
we derive our knowledge of the past. The authors of 
the Dharmamstras and Arthasastras, as well as the ad- 
ministrators, who have left the impress of their aims in 
inscriptions, were all realists. They were more concerned 
to state in unambiguous terms their principles than to 
explain how they were arrived at. In interpreting our 
sources, we are faced with a difficulty. We find that 
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action. 


our deductions have to be made often from inadequate 
data, and, being purely inferential, are of a somewhat 
tentative character. A further difficulty comes from the 
absence of suitable modern equivalents for old words 
describing positions or ideals. Nevertheless, it is worth 
while to attempt a critical study of the economic func- 
tions of government in ancient India. 

Economists of to-day will be seriously embarrassed 
if they are called upon to formulate their views on the 
functions of the State in a few simple propositions. The 
difficulty was not apparent a generation or two ago, 
when such formulation was the fashion. Doctrines 
implying the minimum of interference and a touching 
belief in what Adam .Smith calls “the obvious and sim- 
ple system of natural liberty’’, or the theory of maxi- 
mum utility, or unrestricted individualism or collec- 
tivism, are all equally unfit to describe the complex 
economic aims of the State, Indian or Western, ancient 
or modern. Governments have rarely been the product 
of theory. Their eclectic aims, both in the past and in 
the present, have been due to the complexity of the pro- 
blems which they have had to face. It is difficult to 
find correct labels for the economic ideals of govern- 
ments. A safe course in an enquiry like ours will be 
to find out how our States acted, and deduce from their 
actions their views of econom.ic functions of States. 

The attitude of our old economists and statesmen 
towards the economic ends of government is fairly clear. 
Their theories of consumption are bound up with the 
assumptions by which communal life is justified.^ They 
led naturally and directly to attempts to regulate con- 
sumption, and through the modification of the standards 
of life, to the control of production and distribution. 

^See infra, Lectures III and IV, pages 70 ff., and 102 ff. 
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In production, the State usually follows the principle of 
allowing the fullest individual freedom and enterprise, 
compatible with the limits imposed by caste or group 
organisation and State monopoly. Where, for economic 
or political reasons, the State assumes the role of a pro- 
ducer, it does so like a private entrepreneur, taking full 
advantage of competition. For example, the textile 
industry,^ in which the government was advised by 
Kautilya to take an active and direct part, was not to 
displace all individual effort in the same direction. 
Even in cases in which the State was advised to create 
a government monopoly, as in the manufacture and dis- 
tribution of salt and liquor,^ scope was left for the play 
of private effort. The freedom was retained by private 
persons to undertake such manufacture and distribution, 
either on behalf of the State, or under supervision, sub- 
ject only to the condition that they should divide their 
profits with the State in proportions to be fixed by the 
latter. When the State undertook such objectionable 
tasks as the running of gambling dens and brothels,® its 


^ Kautiliya, Bk. II, ch. 23 {Sutradhyakfa) . 

^ Ibid., II, 12, p. 84 (salt), and II, 35, p. 121 (liquor) : 


11^4 ^ l 

^ I ^rrii^^'ir i ^TiuFif^^TFR^ 

Rlsti-H: 5111 '•'41'jrr ^ ^ I ^ 

I ^dl =51 || 

^rr ^TKgR^qsr ^ cs^iui. i 

I siU'dM'jqi: uff g# h 

3 Ibid., Ill, 20, p. 197: 


gcIT'R^ I SK5iqtiTt 3^; 


Yajhavalkyo, II, 203 : 
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chief purpose was admittedly administrative and ethical. 
Where it is not possible to enforce total prohibition of 
an evil, the next best thing to do is to control it by either 
effective regulation or by State supervision. Kautilya 
says explicitly that these questionable enterprises were 
of great value to the State in preventing and detecting 
crime.’' 

Individual The various ways in which the ancient Indian State 

Su^te^int^r- enjoined to assist agriculture {c.g., the provision of 

vention. facilities for irrigation, the grant of agricultural loans 
and remissions of land revenue in seasons of distress) 
denote less interference with individual liberty than 
the realisation by the State of its responsibility, as a pro- 
tector and a partner in the work of cultivation.^ 
The special protection given to artisans described by 
Megasthenes and Kautilya^ bears witness to the Maur- 
yan State’s patronage of crafts. The feature of State 
activities of this type will justify the remark of Megas- 
thenes that the Indian ryot was free, and confirm the 
description of the Gupta policy of laisscr faire, given by 
Fa-hien.^ 


’^Kaufiliya, II, 25, p. 120 (drinking saloons) : 

^ R^I: I ^itl | 

ci|ijr^5 ^^5 ^T^rrer- 

EJiRt =? aipiwqi JTcigHRi il 

^Ibid., II, 24. 

^ Ibid., IV, 1; Fragment, XXVII, D: “He who causes an artisan 

to lose his eye or his hand is put to death”; Arrian, Fragment, XII 

(p. 216 of Calcutta re-print). 

^ S. Beal, Si Yu Ki, ‘Buddhist Records of the Western World,’ I, 
1906, pp. XXXVII et seq: “The people are very well off, without poll- 

tax or official restrictions If they desire to go, they go; if they 

like to stop, they stop.” 
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It will be a mistake to characterise the ancient Trend 
Indian ideal as the full acceptance of individualism and collectivism. 
laisser faire. An occasional collectivist trend is often 
as patent as the normal disposition to favour individual 
freedom. The various attempts at municipal owner- 
ship and control of the agents of production and of the 
objects of consumption, the different monopolies which 
the State created for itself, in the production and distri- 
bution of articles of either vital necessity or of import- 
ance to the military strength and stability of the king- 
dom, might justify an opinion that the Indian State was 
biassed largely in favour of communal ownership of the 
agents and instruments of production, from the desire to 
safeguard the interests of the people as producers and 
consumers. The numerous regulations on the subject of 
just prices, interest and wages, indicate a similar bias 
and motive.^ Lastly, a claim is made for the State that 
it has not merely an eminent domain over all private 
property, personal as well as real, involving the liability 
of all such property to be used for the good of the com- 
munity, but it has the ultimate ownership of all the land 
and water in the kingdom. This would be another 
evidence of a collectivist trend.^ In practice, the 
cultivator of land was its owner, and enjoyed every inci- 
dent of ownership, precisely in the same way as though 
a superior right to the land did not vest in the State. 

It must be also admitted that the DhanivaMsfras and 
writers on Mlmamsa uphold the full private ownership 
in land and other natural resources, if they have 


^ Infra, Lecture IV, passim. 

2 See T. E. Colebrooke’s Digest of Hindu Law, I (1801), pp. 460-463; 
and Rcitmayana, Kiskindha-kanda, 18, 6: 
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come under private occupation and control. Neverthe- 
less, in theory at least, the right of the king to be re- 
garded as the lord of all the land and the water in the 
kingdom is seldom abandoned. It is explicitly stated 
in a sloka cited in Bhattasvamin’s commentary on Kau- 
tilya’s Arthasdstra.^ Translated, as it stands, this verse 
states: “The king is the lord of land (bhiimi) and water, 
according to the opinion of those who are learned in the 
Sastras. Householders have an ecpal right in all pro- 
perty excepting these two.” Literally interpreted, this 
dictum asserts the State’s right to the ownership of land 
and other natural resources, and at the same time it 
concedes private persons such rights of a temporary or 
permanent character as they may have acquired in those 
objects by prescription and adverse possession, except 
as against the State. If private ownership of the land 
was a fact, its being challenged is itself a sign of the 
bias of some of our old writers. 

Paternaiism. It is also difficult to accept the characterisation of 
the economic activities of the ancient State as ‘pater- 
nal’. Doubtless, one of the commonest exhortations to 
the king is to treat his subjects like children and to 
behave like a father towards his people.^ From these it 
is inferred that the term, which most correctly describes 
the relation of the old Indian State to its subjects, is pater- 
nalism. But ‘paternalism’ implies not merely benevo- 
lence but the tendency to regard the people as unable, 


^ Bhattasvamin’s Commentary, p. 138: 

?T3TT ^ \ 

2 E.g., Kaudl-iya, II, 1, p. 47; ^ | ; ibid., II, 28, p. 126 : 

; ibid., IV, 3, p. 208 : 51#^ 

aTSsurnTTH ;i6iLvii, i6,p. 3 io;^t^ =51 3^4 Ndw arg’nfniin. I 
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if not unfit, to manage their own affairs. Is this the 
conception in ancient India? Is not individual respon- 
sibility then stressed ? Does not the doctrine of Karma 
run like a thread through all ancient Indian religion? 
And, does the recognition of custom and usage of local, 
family, professional or corporate kinds warrant the in- 
ference that the State believed its subjects to be mere 
children ? Is this assumption again consistent with the 
wide freedom for initiative accorded to all individuals, 
even to the extent of allowing change of occupations 
contrary to the precepts of Varnasrama Dkarma? An 
examination of the activities of the old Indian State 
will show that the paternal activity of the State is refer- 
red to only by way of pressing upon Government the 
necessity of kind treatment of the people and of bringing 
home to both the governments and the people their 
reciprocal obligations and the character of the ties 
binding them to each other:’ 

The provisions regarding standards of life, the es- 
tablishment of workhouses for destitute women, and in- 
numerable limitations of individual freedom (of which 
we have many illustrations in Kautilya’s Arthasastra) 
may be construed similarly, not as indicating a belief 
in the unfitness of the individual to manage his affairs or 
of a distrust in the sufficiency of ‘enlightened self-inter- 
est’, but, as flowing from a wider conception of the res- 
ponsibility of the State for the welfare of the whole 
country. 

The absence of a definite socialistic bent of mind’ 

’iThe Kaufiliya explicitly declares such an expression to be only a 
simile, e.g., XV, 1, p. 426: 

1 

2 See the author’s Some Aspects of Ancient Indian Polity, 1916, 
p. 72. Mr. Hemachandra Ray argues that the Kaufiliya advocates State 

19 
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is proved by the recognition of the sense of property 
(mamattva), as essential to the existence of both State 
and society, and by the refusal to embark on financial 
adventures, whose avowed object is to bring about a 
re-adjustment of the shares in distribution and the equa- 
lisation of income, irrespective of any principle propor- 
tioning shares according to capacity and efficiency. The 
recognition of individual proprietary right of an alien- 
able and heritable character, in all forms of wealth, is 
definitely anti-socialistic. 

Protection If we take into consideration either the precepts of 

in a wide Dharmasastms and Arthasdstras, or the evidence of the 

State’s duty, inscriptions in regard to the functions actually discharg- 
ed by the State, it is found that they centre round the 
principle of protection. This protection, as already 
explained,^ is interpreted in a broad sense, so as to 
comprehend virtually every beneficent activity of the 
State. Under this head come such functions, in preserv- 
ing internal order and securing life and property, as are 
implied in the judicial, police, sanitary regulations of the 
Government. Under it too, comes the obligation of the 
State to safeguard itself against both internal and ex- 
ternal danger. Under this head again can be brought 


socialism. See his paper — "Was State Socialism known in Ancient 
India?" in the Sir Ashutosh Mookerjee Silver Jubilee Volumes, Vol. Ill, 
Orientalia, 1922, pt. I, pp. 429-46. 

^See infra. Lecture II, Many of the duties are implied in 
the functions of the SannidhatS (“Collector-general”) detailed in Bk. 
II of the Kaufiliya, as explained by the commentators, Bhattasvamin and 
(^papati Sastri. See also Kamandaklya, Sarga 5, si. 77-78: 

^ || 
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all the multifarious departments, activities of the State 
such as the endowment of religion and education, the 
relief of poverty and suffering, the creation and main- 
tenance of works of public utility, like irrigation, reser- 
voirs and roads, and the maintenance of a proper con- 
sular and diplomatic service, and measures of protec- 
tion against famine, fires, floods, epidemics affecting men 
and cattle, and such economic instability as might spring 
from an increase in poverty and unemployment, 
vagrancy, vice and crime. It is not difficult to see how 
this wide duty gained on the imagination of our old 
thinkers and led them to magnify and praise it. “How 
can he be a king who does not protect his subjects” asks 
Somadeva.^ We have such affirmations as that, ‘what 
sacrifice is to a Brahman in procuring merit,* that the 
protection of the subjects is to a king,’ and that ‘the rains 
never fail, if kings protect their people in just ways.’* 
The allied belief that the State’s revenue is only the re- 
ward, or the wage for protection, has already been refer- 
red to.* Thus the fee or service theory of taxation, 
lies at the root of the Indian theory of finance. 

In view of the postulates of ancient Indian life, this 
function of protection was very wide. Protection was 


%Nitiv5kyamrta, p. 17: 

^Ihid., p. 105: 

nvit i T T g-i ^ l 

Cf. Mah&bhdrata, XII, 65, si. 13 : 

* Ibid., p. 66: 
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«Lect. V, infra., p. 114j ff. 
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afforded not merely by the promulgation and en- 
forcement of law, and by the safeguarding of the peo- 
ple from internal and external dangers of a visible cha- 
racter, but it extended also to the maintenance of Dhar- 
ma (personified duty) in the highest sense, since Dharma 
alone could save society from dangers natural as well 
as supernatural, seen and unseen, and ensure that the 
strong will not tyrannize over the weak. How closely 
such ideas of individual and collective responsibility to 
maintain Dharma were associated with economic ob- 
jects will be evident from the previous lectures. What 
is needed in a review of the economic functions of our old 
governments, is the recognition of the constant interplay 
of these ideas, working for a wider extension being 
given to the recognised duty of protection. Under this 
head, we are therefore able to bring the precepts enforc- 
ing action for which the justification is found only in a 
mixture of religious and economic motives, as well as 
every form of governmental activity in which the fea- 
tures of paternalism, socialism, and individualism have 
been seen by modern students. In the last resort, the 
justification for the widest extension being given to this 
idea of protection lies in the hypotheses of the nature 
and the necessity of the State and of communal organi- 
sation, of the identification of the aims of the State and 
of communal organisation, and of defining the aims of 
State and society in such a way as to bring our old 
States into line with those of the best days of ancient 
Greece, and with the trend of modern policy. 

The features of these old theories are thus their 
comprehensive, eclectic and practical character, the re- 
cognition of the futility of attempting to describe the 
complex economic purposes of a community by simple 
formulae, and their avoidance of the fallacies, extrava- 
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gances and absurdities of a logical extension of the theo- 
ries of pure individualism, collectivism, maximum utility 
and socialistic control. The result is an appearance of 
modernness in our old economic thought. 

It may now be of use to sum up the results of the 
survey of the chief aspects of old Indian economic 
thought. The interdependence of economic and poli- 
tico-ethical conceptions is seen not only in view of our 
ancient thinkers on the scope and content of knowledge, 
but in their permanent consequences in moulding econo- 
mic doctrine and practice. In spite of the intimate 
association of economic and non-economic factors, and 
occasional obscuring of their vision, owing to this asso- 
ciation, their record of creative thought is notable. On 
the negative side, the logical extensions of their funda- 
mental assumptions, and the rigour with which their 
theories are kept in close contact with facts, enable 
thinkers like Kautilya and Sukra, to avoid fallacies 
which have cropped up in Western economic theory. 
Reference may be made to their not stressing wealth as 
the sole object of economic study, their escape from the 
‘mercantilist’ belief in the identity of wealth and money, 
their recognition of the complex nature of man and the 
dependence of man on his environment, their escape 
from the arid and profitless discussions of ‘productive’ 
and ‘unproductive labour’, their recognition of the 
fallacy in the doctrine that the destruction of things and 
luxury are both good for trade, their perception of the 
real value of capital to industry, and of the true causes of 
industrial remuneration, leading to their escape from 
fallacious theories of wages, their freedom from 
the Physiocratic fallacy of attributing a higher value 
to land as compared with commerce and industry, their 
avoiding undue emphasis of either cost of production 
or utility as the dominant factor of value, their non- 
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advocacy of extreme usury laws, and their avoidance 
of exaggeration in the cases for individual freedom and 
State-control. 

That the contribution of Economic thought is not 
altogether of a negative character may be seen, 
if some of its chief implications are analysed, and its 
anticipations of accepted economic doctrine are 
recalled. Among them, mention may be made 
of the following. Society finds its origin and justifica- 
tion in mutual need and the natural development of 
the family and clan, ‘social control’ being but a legal 
or traditional expression of the fact of such ori- 
gin; the State is an economic association, and it com- 
prehends many group organisations, which render ser- 
vices analogous to its own ; the State is also the greatest 
of all group organisations, and the one whose stability 
and efficiency is most necessary for human welfare; 
true wealth consists in commodities, which minister to 
human welfare in the widest sense; the factors of pro- 
duction are four, and among them organisation is not 
the least important; capital is no less necessary for 
industry than labour and land; the growth of wealth 
depends directly on both thrift and the capacity to save, 
and indirectly on the existence of the fullest security 
of life and property; interest is an inducement to saving; 
the income from land is ultimately based on its produc- 
tivity; the minimum of subsistence required for labour 
exercises an influence on wages ; industrial organisation 
and training benefit both the labourer and the capitalist; 
social stratification and group organisation help to ex- 
tend division of labour, localisation of industry, and pro- 
duction on a large scale ; the extension of the market is 
necessary; the intervention of the State in wages is 
necessary to protect the weaker parties to the bargain; 
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a similar interference of the State to protect the con- 
sumer is necessary; trade and exchange are extensions 
of production; money is a necessary convenience; the 
volume of currency required is determined by the needs 
of exchange ; substitutes for money can limit the demand 
for it as currency ; international trade springs from dif- 
ferential costs ; the benefits of foreign trade are shared 
by both the parties ; free trade is good trade ; an unlimited 
multiplication of wants and an unreasonable rise in the 
standards of life are not beneficial ; in the competition of 
wants the rational should prevail over the spectacular, 
and the community should assist in the triumph of the 
former by setting up ideals of consumption and enforcing 
sumptuary laws ; food is an important factor of efficiency ; 
the advancement of knowledge and the extension of 
education help to increase the productivity of the nation; 
a wise system of taxation should place its reliance on a 
suitable mixture of taxes; non-tax revenues should 
supplement taxes; taxation which restricts production, 
by trenching on capital or by forcing it to emi- 
grate, commits suicide ; poverty causes degradation 
and degeneracy; wealth is intended to be con- 
sumed; great wealth and great opportunities go with 
great duties ; the goal of Economics is consumption rather 
than production; private property is a gift of society 
and therefore the State might control it; servile and 
underpaid labour are baneful ; freedom of movement and 
initiative are both desirable within limits ; the poor are 
not helped by being given doles; and the cause of 
wealth is value, and the cause of value is the inter- 
action of supply and demand or cost of production and 
utility. Our old economists knew the importance of 
capitalistic production, and the impossibility of adding 
to capital unless an incentive was provided. And 
they felt that hired labour cannot be abolished, 
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that workmen are not capable of conducting in- 
dustry, and competent directing authority is there- 
fore essential, that training is a pre-requisite of efficient 
labour, that payment by results can alone secure 
a proper output, that State enterprises, however neces- 
sary, have a tendency to lead to inefficiency and corrup- 
tion, that barter cannot entirely displace money, and that 
economic freedom within limits brings about a better 
adjustment of production and consumption than a com- 
plete scheme of State regulation. 

The recapitulation of such principles will enable us 
to see how they saved ancient Indian society from many 
dangers to which the modern world has been exposed. 
They may also explain the continued vitality of Indian 
society, and the maintenance of its economic solidarity 
and strength, during centuries of foreign invasion and 
conquest, internal dissension and partial breakdown of 
social institutions. It might also help to counteract the 
modern tendency to import some of the socialistic 
doctrine of the West into India, under the belief that 
they are in accord with Indian social tradition, and they 
would contribute to the efficiency and stability of society. 
The analytical and critical study of our old economic 
theories will provide us with arguments, on either side 
of several current problems, such as municipal owner- 
ship and control of industry, State monopolies. State 
regulation of trade and prices, socialisation of produc- 
tion and food laws. 

The place Such anticipations of modern doctrine might give 
Economists : oid economists a claim to a prominent place in the 

Their history of the world’s economic thought. They should 

services and , . , , , , i 

influence, however be judged not so much by their specific dis- 
coveries, or by the manner in which they anticipated later 
developments in economic theory, or even by their 
eminently sane and practical outlook, as by the vividness 
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with which they visualised the unity of social action, 
the interdependence of social purposes and the existence 
of economic problems of which a final solution is im- 
possible. The contribution of the old Indian econo- 
mists to the evolution of the science Economics is per- 
haps not considerable. This is a consequence of their 
isolation from intellectual currents outside India, as well 
as of the want of suitable successors in India itself, so 
as to establish a continuity of tradition down to modern 
times. Within India their influence has been great and 
beneficial. They provided Indian rulers with political 
ideals as well as economic policies, and by such help 
stabilised Indian monarchy during the confusion of the 
Middle Ages. 

The influence of the old Indian economists might How 
have been greater but for various retarding influences. 

They had opportunities for giving effect to their doc- 
trines in independent States, which accepted their teach- 
ings, but their successors had not. In later days, schools 
of thought multiplied, but their differences were scholas- 
tic, not real. The Muhammadan conquest set up 
different ideals and standards, and contributed to social 
and political instability. The hold of ancient thought 
on the administrations of the Middle Ages weakened. 
Buddhist teachings — not often in harmony with the 
teachings of the Buddha — led to the popularisation of 
unpolitical and uneconomic ideals. In the ages of 
systematisation of dogma, ethical motives were advo- 
cated in preference to economical and philosophical 
ideals extolling the killing of wants and the practice of 
asceticism had great popularity. There was a marked 
decline in the economic strength of the country. 

Another cause of the economic retrogression of Economic 
mediaeval India is to be found in the absence of a system L^on°fn** 
of public education suited to the needs of the people, 

20 causes. 
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The State in Hindu India did not directly undertake the 
task of national education. In the earlier ages, in which 
the great economists flourished, this was hardly serious.' 
Indian society was then based on Varnasmiita Dharma, 
and the education of the ruling castes at least was pro- 
vided for by the prevalent social organisation. But, 
even in those epochs, the higher types of education were 
not available to farmers, artisans and merchants. We 
hear of no institutions for teaching agriculture, mining, 
engineering, chemistry and commerce, though we have 
evidence of substantial achievements in these fields. 
The only education available to the cultivator was in 
the farm, to the artisan in apprenticeship and to the 
trader in the shop. These conditions must have tended 
to limit occupational variety. During epochs in which 
the caste system did not fulfil its original purposes, the 
social stratification implied by it led to communal 
rivalry and to the attraction of manual workers 
to other pursuits. In the breakdown of the old social 
system, the wise rules of the older economists for re- 
tarding the growth of a parasitic population were for- 
gotten or neglected, with the result of increasing the 
number of those who were consumers and not producers. 
The failure to give economic freedom to women led, in 
the epochs in which the domination of alien races ren- 
dered the segregation of women a necessary measure 
of protection, to a big reduction in the productive power 
of the community. 

When political vicissitudes lead to administrative 
decay, the economic functions which a State most easily 
overlooks are those relating to the development of the 
material and moral resources of the people. In such 
times, statesmen are insensible to the exhortations of 
the Dharmasdstras or ArthaJdstras in favour of the 
public maintenance of works of utility, like irrigation. 
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reservoirs, roads, etc. On the other hand, such rules of 
the Arthasdstms as appear to point to laisser faire 
are readily followed. A period of administrative drift, 
follows, in which the arts and manufactures decay, 
and large-scale production and the growth of capital 
suffer. Other economic causes were not wanting 
to bring about the same steady deadly decline. 
The great advance made in ancient India by textile and 
manufacturing industries was the consequence of 
discoveries in Chemistry and Technology, like the 
chemistry of dyeing and metallurgy, the inventions of 
looms, etc. In the periods of decline, no revolutionary 
changes in the arts of production are noticeable. Oppor- 
tunities for large-scale production could not have existed, 
to any great extent, in the guilds of the time, as the guilds 
themselves should have come near to extinction, owing 
to want of encouragement and support, and the political 
vicissitudes of the times. Foreign agencies, when they 
rule, are often jealous and suspicious of communal orga- 
nisations. The original scarcity of private capital, to 
which both the ideals and the economic precepts of the 
earlier ages had contributed, was intensified. The 
great natural resources of the country remained 
undeveloped. At the same time, in spite of the 
checks offered by destructive wars and other cala- 
mities, the growth of the population must have been 
continuous, or at least must have led to bad consequences, 
owing to uneven distribution, congestion in certain 
localities and desertion of vast areas. A rural exodus, 
leading ryots to the towns, should have been difficult to 
check in epochs in which what little security existed 
should have been within the walled town.® The com- 


Note the enormous size and population of mediaeval Indian cities, 
even within a few years of their foundation, e.g., Bijapur and Vijayanagar, 
as evidenced by contemporary travellers. 
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Conclusion. 


paratively equitable distribution of wealth, though it 
might have provoked no agitation against the rich, should 
still have worked unfavourably on production, through 
the absence of the stimulus to industry, which is fur- 
nished by the existence of a leisure class. The socialistic 
trend of the older economic theories of consumption, 
apparently took the form of permitting dissipation of 
public and private hoards in unproductive directions, as 
in building vast temples and palaces, and the celebra- 
tion of splendid festivals. Lastly, the isolation of not 
only India from the rest of the world, but of 
every portion of India from the others, in the 
absence of indigenous empires able to enforce an 
allegiance to common political and social ideals, should 
have led to unequal development, and have at the same 
time dried up the springs of the trans-Indian commerce 
from which had flowed a perennial stream of rare pro- 
ducts and precious metals into the Indian markets, in 
return for the natural productions and the coveted 
manufactures of India. The result of these causes of 
decline, working continuously, is clear in the national 
bankruptcy and the increasing inability to cope with 
seasonal vicissitudes and social calamities. Under 
happier conditions, the earlier ages had been saved from 
such evils by the existence of the great empires, of a 
society knit together by the belief in the efficacy of com- 
mon social and ethical ideals, and not the least by the 
succession of statesmen-economists, who taught how 
the strength of a community can be maintained without 
straining the resources or affecting the conditions, which 
would lead its members to the realisation of the highest 
ends of social welfare. 

I have come to the end of the course. As I ven- 
tured to state at the outset, my intention has only been to 
recall to your attention a few aspects of the theory and 
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practice of ancient Indian Economics. If, by doing so, 
I have been able to point to the remarkable achievements 
of some Indian thinkers and statesmen, such as might 
generate a glow of patriotic feeling, I should be glad. 
But, my real aim, which is humbler, will be achieved if 
my lectures have showed the scope for patient and pro- 
fitable study and thought, which is offered by the teach- 
ings of our Economists of olden days. 




additional notes. 

[The references below the headings of the Notes are to the 
pages of the text, supra.'\ 

ECONOMICS AS ‘THE DISMAL SCIENCE’. 

(Page 10.) 

See the following passages from Carlyle’s works : 

(a) Miscellanies, Popular edn., Vol. VII, p. 84 {The 
Nigger Question, 1849) : 

“And the social science, — ^not a ‘gay science,’ but a 
rueful . . . which finds the secret of this Universe in ‘supply 
and demand’, and reduces the duty of human governors to that 
of letting men alone, is also wonderful. Not a ‘gay science’ 
I should say, like some we have heard of ; no, a dreary, desolate, 
and indeed quite abject and distressing one; what we might 
call, by way of eminence, the dismal science.”' 

(&) Latter-day Pamphlets, 1850, I, Popular edition, 
Vol. Ill, page 37: 

“Enlist there, ye poor wandering banditti ; obey, work, 
suffer, abstain, as all of us have had to do: so shall you be 
useful in God’s creation, so shall you be helped to gain a 
manful living for yourselves; not otherwise than so. Indus- 
trial regiments” — (Here numerous persons with big wigs, many 
of them and austere aspect, whom I take to be Professors of 
the Dismal Science, start up in an agitated vehement manner : 
but the Premier resolutely beckons them down again). 

(c) Ibid., page 128: 

“Is there no value, then, in human things, but what can 
write itself down in the cash-ledger? All men know and 
even M’Croudy in his articulate heart knows, that to men 
and Nations there are invaluable values which cannot be sold 
for money at all. George Robins is great; but he is not omni- 
potent. George Robins cannot quite sell Heaven and Earth 
by auction excellent though he be at the business. Nay, if 
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M’Croudy offered his own life for sale in Threadneedle Street, 
would anybody buy it? Not I, for one. “Nobody bids : pass 
on to the next lot,” answers Robins. And yet to M’Croudy 
this unsaleable lot is worth all the Universe : — nay, I believe 
to us also it is worth something ; good monitions, as to several 
things, do lie in this Professor of the dismal science ; and con- 
siderable sums even of money, not to speak of other benefits 
will yet come out of this life and him, for which nobody bids I 
Robins has his own field where he reigns triumphant; but 
to that we will restrict him with iron limits ; and neither Colo- 
nies nor the lives of Professors, nor other such invaluable 
objects shall come under his hammer.” 

RUSKIN’S CRITICISMS OF CLASSICAL ECONOMICS. 

{Page 10.) 

Ruskin’s treatment of economic topics is discursive, and 
some discussion of them can be found in most of his works. 
He naturally followed his master Carlyle in condemning the 
economic theories and methods of his time. His protests 
against the enlightened selfishness supposed to be the basis 
of Classical Economics was accompanied by detailed criti- 
cisms of economic doctrine. His denunciations of the hypo- 
thesis of the ‘economic man’, of Society bound by ‘the nexus 
of cash payments’, of laisses-faire and unrestricted competi- 
tion, and his pleas for drganizing Society under “Captains of 
industry” are to be found in his Unto this Last and Fors Clavi- 
gera. He maintained that “there is not wealth but life” ( Unto 
this Last, g. 77), and that “intrinsic value is the absolute power 
of anything to support life” {Munera Pulveris, g. 13). He 
emphasised the importance of Consumption, the need for com- 
pulsory education. State regulation to ensure ‘pure and true 
substance,’ State regulation of wages and State relief of poverty 
and unemployment. He advocated old age pensions and de- 
nounced land nationalisation. He maintained that exchange 
is unprofitable {Unto this Last, g. 67) and denounced all 
interest as ‘usury’. 
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THE BANE OF POVERTY. 

{P<ige 10.) 

The following passages from Dr. Alfred Marshall’s 
Principles of Economics, Vol. I, are instructive of the changed 
outlook which he initiated. The citations are from the first 
edition of the work, published in 1890. 

(a) Principles, pp. 2-4. 

And very often the influence exerted on a person’s cha- 
racter by the amount of his income is hardly less, if it is less, 
than that exerted by the way in which it is earned. It makes 
indeed little real difference to the life of a family whether its 
yearly income is £1,000 or £5,000. But it makes a very 
great difference whether the income is £30 or £150; with 
£150 the family has, with £30 it has not, the material condi- 
tions of a complete life. It is true in religion, in the family 
affections and in friendship, even the poor may find scope for 
many of those faculties which are the source of the highest 
happiness. But the conditions which surround extreme 
poverty, especially in densely crowded places, tend to deaden 
the higher faculties. Those who have been called the 
“residuum” of our large towns have little opportunity for 
friendship ; they know nothing of the decencies and the quiet, 
and very little even of the unity of family life; and religion 
seldom reaches them. No doubt their physical, mental, and 
moral ill-health is partly due to other causes than poverty, but 
this is the chief cause. 

And in addition to the residuum there are vast numbers of 
people both in town and country who are brought up with in- 
sufficient food, clothing, and house-room, whose education is 
broken off early in order that they may go to work for wages, 
who thenceforth are engaged during long hours in exhaust- 
ing toil with imperfectly nourished bodies, and have therefore 
no chance of developing their higher mental faculties. Their 
life is not necessarily unhealthy, or unhappy. Rejoicing in 
their affections towards God and man, and perhaps even pos- 
sessing some natural refinement of feeling, they may lead lives 
21 
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that are far less incomplete than those of many who have 
more material wealth. But for all that, their poverty is a 
great and almost unmixed evil to them. Even when they are 
well their weariness often amounts to pain, while their pleasures 
are few; and when sickness comes, the suffering caused by 
poverty increases tenfold. And though a contented spirit may 
go far towards reconciling them to these evils, there are others 
to which it ought not to reconcile them. Overworked and under- 
taught, weary and worn, without quiet and without leisure, 
they have no chance of making the best of their mental 
faculties. 

Although then some of the evils which commonly go with 
poverty are not its necessary consequences, yet, broadly speak- 
ing, “the destruction of the poor is their poverty”;; and the 
study of the causes of poverty is the study of the causes of the 
degradation of a large part of mankind. ^ 

Slavery was regarded by Aristotle as an ordinance of 
nature, and so probably was it by the slaves themselves in 
olden time. The dignity of man was proclaimed by the 
Christian religion : it has been asserted with increasing vehe- 
mence during the last hundred years; but it is only through 
the spread of education during quite recent times that we are 
beginning at last to feel the full import of the phrase. Now 
at last we are setting ourselves seriously to inquire whether 
it is necessary that there should be any so called “lower classes” 
at all : that is whether there need be large numbers of people 
doomed from their birth to hard work in order to provide for 
others the requisites of a refined and cultured life; while they 
themselves are prevented by their poverty and toil from having 
any share or part in that life. 

The hope that poverty and ignorance may gradually be 
extinguished derives indeed much support from the steady 
progress of the working classes during the present century. 
The steam engine has relieved them of much exhausting and 
degrading toil ; wages have risen ; education has been improved 
and become more general; the railway and the printing press 
have enabled members of the same trade in different parts 
of the country to communicate easily with one another, and 
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to undertake and carry out broad and far-seeing lines of 
policy; while the growing demand for intelligent work has 
caused the artisan classes to increase so rapidly that they now 
outnumber those whose labour is entirely unskilled, A great 
part of the artisans have ceased to belong to the “lower classes” 
in the sense in which the term was originally used; and some 
of them already lead a more refined and noble life than did 
the majority of the upper classes even a century ago. 

This progress has done more than anything else to give 
practical interest to the question whether it is really impossible 
that all should start in the world with a fair chance of leading 
a cultured life, free from the pains of poverty and the stag- 
nating influences of excessive mechanical toil; and this question 
is being pressed to the front by the growing earnestness of the 
age. 

The question cannot be fully answered by economic 
science ; for the answer depends partly on the moral and poli- 
tical capabilities of human nature; and on these matters the 
economist has no special means of information; he must do as 
others do, and guess as best as he can. But the answer depends 
in a great measure upon facts and interferences, which are 
within the province of economics; and this it is which gives to 
economic studies their chief and their highest interest. 

(b) Principles, pp. 586-7. 

Lastly, the disagreeableness of work seems to have very 
little effect in raising wages, if it is of such a kind that it 
can be done by those whose industrial abilities are of a very 
low order. For the progress of sanitary science has kept 
alive many people who are unfit for any but the lowest grade 
of work. They compete eagerly for the comparatively small 
cpiantity of work for which they are fitted, and in their urgent 
need they think almost exclusively of the w^ages they can earn : 
they cannot afford to pay much attention to incidental dis- 
comforts, and indeed many of them are by education prepared 
to regard the dirtiness of an occupation as an evil of but minor 
importance. 
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And from this arises the strange and paradoxical result 
that the dirtiness of some occupations is a cause of the lowness 
of the wages earned in them. For employers find that this dirti- 
ness adds much to the wages they would have to pay to get 
the work done by skilled men of high character working with 
improved appliances; and so they often adhere to old methods 
which require only unskilled workers of but indifferent cha- 
racter, and who can be hired for low (time) wages, because 
they are not worth much to any employer. There is no more 
urgent social need than that labour of this kind should be made 
scarce and dear. 

(c) Principles, pp. 590-1. 

But in the lower ranks of society the evil is great. For 
the slender means and education of the parents, and the com- 
parative weakness of their power of distinctly realizing the 
future, prevent them from investing capital in the education 
and training of their children with the same free and bold 
enterprise with which capital is applied to improving the machi- 
nery of any well-managed factory. Many of the children 
of the working-classes are imperfectly fed and clothed; they 
are housed in a way that promotes neither physical nor moral 
health; they receive a school education which, though in 
modern England it may not be very bad so far as it goes, 
yet goes only a little way; they have few opportunities of getting 
a broader view of life or an insight into the nature of the 
higher work of business, of science or of art; they meet hard 
and exhaustive toil early on the way, and for the greater 
part keep to it all their lives. At last they go to the grave 
carrying with them undeveloped abilities and faculties ; which, 
if they could have borne full fruit, would have added to the 
material wealth of the country — to say nothing of higher con- 
siderations — many times as much as would have covered the 
expense of providing adequate opportunities for their deve- 
lopment. 

But the point on which we have specially to insist now is 
that this evil is cumulative. The worse fed are the children 
of one generation, the less will they earn when they grow up 
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and the less will be their power of providing adequately for 
the material wants of their children; and so on; and again, 
the less fully their own faculties are developed the less will 
they realize the importance of developing the best faculties 
of their children, and the less will be their power of doing so. 
And conversely any change that awards to the workers of one 
generation better earnings, together with better opportunities 
of developing their best qualities, will increase the material 
and moral advantages which they have the power to ofifer to 
their children : while by increasing their own intelligence, 
wisdom and forethought, it will also to some extent increase 
their willingness to sacrifice their own pleasures for the well- 
being of their children ; though there is much of that willing- 
ness now even among the poorest classes, so far as their 
means and the limits of their knowledge will allow. 

THE VIDYAS AND KALAS. 

{Page 12, and Page 38.) 

.^ukranitisdra, IV, 3, 45-59, ed. Oppert., p. 122. 
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Siikramtisara, IV, 3, 130-200: 

^=qTRft II 
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#3gw ^ ^iJcIT II 
^55T HJcir I 
5ri^iRci?q?iqrir3^(^»TJi ^ 11 
3 ^ ^i I 
aiTf^HRgjviH ^ Hjar || 

Ji?iR?aT fjfh: ^ n 

C i a i f^ aaq^rnRif^aiqT^a ^ n 

^TRf^gf^RTFTiri ^55T UJcTT | 

viT?fR^fRT ^40lW>^?rR ^5JT ?ijaT || 
vfl3^fI^^l*f^^I^RW 3 ^^idr I 

ti^Olll^N^tld ^IMKRT ?iJdT || 

yHHt^r^ra^R 3 an: ^^ii. i 

'fc<rfl<;,^i'+Hdr-i ^ II 

5r^^'?RR%a: q^Tf^^HRi: ^ I 

^ IN |C1 j 1 1 

^rf3^ 3 *ie5iainw gMH: hjcr i 
JJ cR^ dUT 3 533T W Hfift || 
3^qR3mR R3^ 3211% Rqi: I 
3 ^<3ltl(d ^3151 IIMT3T II 

f.dUPd^dl^IWfm^ §3^: | 

33kV33W3T II 
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T>qr^?r nRrf^TT i 




usiT^siiTjqr 3 II 

f%R'?m:TgsTTii^srcfidr'w ^ ii 


^TRxq ^ iMT^^Jirara^r ^ ?ijdT i 

II 


?«f^ ^^3# 3 f%^?rr^3 ^ I 

?il’ 5 ira-%^^ 5 iTtjrt crnjiJrf 3 fT%: ^ I 

fRii'-^H^iT^iTilr II 

'j|<?4d|i^JI?f7IlTT*TII^^ r^Pn 'bcil I 


5^^sirf3^Hf ^ ^I II 


35rf^<'i'3'-h<''l H?ll^ 3 ?^dr I 
^r ?3dT II 
%virf3^R:^?ri3 =3 ^ ?33r I 
?3niT^3i 3 3I3R^3^3 =3 ^ ^31 l| 
?f3H^3'*'u^3ff3r^3T^ I 

?3^^1R133: ^ || 

JTK3Tf3ra3RrR =3flwi 3 ^ I 



^3T II 


fTVi^rfTf3f3^3 331^ 3 ^ I 

3133 3i^+KHI 13333 3 || 

3T|rKR^ 3173 3R5T3^ ^ ^33. | 
3T^ 3f3T05Kf^333 3 ^ ^331 l| 
3^(33333 33 ^3 I 

^5J3T3lf^3fr3r ^cJI f3'-3333 133: || 
313 f3r3Rtf3 3^3 I 
33153^333 r3r: ^13313 3131 ?JJ3T || 
3333113313131 133313 3^ 3J3T I 
^33I3ir33;^3Nliir3 5 ^ ?513T || 
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^ar 5 I 

^?Tf>TOR 5 rw^fra?n^ ^ Hjcir ii 
JM T ^^ TDTF^t qcqririKr^^r ^ / 
f^: ^ II 

g^T^dr^^^RUTOm^ i 

cf ( [<;, t< id P-) ^ R 3 ^T HJcir I 

sTr^nrg^i^ ur^r 11 

tr 5^r ^ ^ ifR^^ I 

=^3:'Tfe^r IrT: URfircrT: ll 

qi qf ?fJ?rfN?T tiT cir jqR, h ir^ fl i 

Rajasekhara — Kavyamimd msa, ed. C.D. Dalai, 1924, pp. 


ff gT^JT5i74’'n — 5TM R I 

era 5Tr^ — 3 t^4 r ii 
3 TR ^4 ^ 5 rram:, 

=gr«TwiiR RRHr % 3 t: i 
iTRinir^t^N i 

“^d^reUT ?rR4f^: 11 ^ 43 :’’ srflf^: I 

ra^, 4 ? 5 qr, urwi, r 

M^'flf^ ?c4raTqi: I 

^R 4 FIR^: I 

qR%4 3 — 5^rir*l, ^srpRrf^, iirrt, ^ij^rarafei =3RTft 
5rr§m% 1 


eR ^4I'^4RiqPl4^HMI4 ^D'dHaiq.Ri'?! I 

jimsiR^ ni^feifRfR^ 1 « ^ qt^4T3^R;^4T fs'qr I 

qj^‘^ 5 TT=^!:^ 4 ^ ; ^»i-^ramii: 1 

ijowr: ; ^’IT HfTflReR: || 

3TgRd^ geq^^R; HJeR: I 

elTJfRn^r =^13^ f^«TRrfJT, 4^ %?[T«R4rt:, ER^, =gRTft 

3 [[ram®r ?e 4 RRr: it 
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R?TR*fHTR I 


3TSK51 


%IT’’ l^JWT: I 
“RcTT m’’ ^T#rR: I 

“w RciT 3?J^aqT?cr^ R?rr:’’ jtrr: 

RcTT f^:” 

RgiTfs: I ^ 


I 

I 


ARTHASASTRA AND THE VEDA. 

{Page 13.) 

Apastamba, II, 11, 29, 11-12: 

?fr RST R ^ #5 R I 

3TT*i4ai^^?Jl m: Ic3qf^5ri% || 

The last sciences to be learned by a Brahman are those 
which e.xist mainly for Sudras and women, and which are ap- 
pendices to the Atharva Veda. Assigning Arthasastra to 
the Itihasa group had the same effect, since Itihdsas were also 
accessible to Sudras and women. 

Ujjvala (p. 3) prescribes a fresh upanayana (initiation 
ceremony) to a Brahman, who studies the Atharva Veda. 

Laksmidhara, author of the great digest Krtya-Kalpa- 
taru, classes Arthasastra as a sixth Veda, Itihasa being the fifth. 


vatsyayana’s conception of the 

TRIVARGAS. 

(Page 18.) 

Kaniasutra, Bk. I, Ch. II : 

^ I ^ I ^ R #1# I 

R 1 RT ^ I a?IRR^ | 

3RfRRt JRT^Rt 5ITMR HR^R, 
5rTM^ f^RKR 

hr: I R RRWRRRTR | 

22 
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3T^I5[ 3TTflRTHI | cW«m=^RRI. ^- 

2rFF*zR%^ «ir5r-iw^-=gg: f^ sTTiTRrii, arRwg^ri 

5^5 3TT3fQ^: | 

3R>t STTHfllf-f^g^Taf^ JIRFHci; 

I ^ wiT^ni; JTmi^sR^nRRR xi^q%f | i^qf ?hrt% 'j#: 
^ I ; d'lirfRIftr'^^IRTZfr: I f^RiTHfir- 

n%: I ^ I ^iRTR^Rra I 

^iTd tRiR fqici^ I ^ 3m ^*fcl: ^ iT^TIc^ I 
^ ^/ypi+JT HHid. 3T?rRrf^: ^ntw: | ffd ^NjFn%^: I 
sRPmi^RFi: 3Tf>mRTgsR5RR«? 

nf%^5RTd: aorr^RmR- 

^^TUTFir: ^#iJTcT: ^ i MK^H I dL 

=^^trRi ^itr^irr: I 

5lfRRR%t3^^ 3Tr^?DijJipiTT ff ^RT: I 
'Ti^raj I 

3T§ =g ^ g ^ %qT=SR5R: I 

^ srjr §<iiRg^ II 

f% 'Ra^iRffr apRvT 3ini% I 

^ =R«ia §w KTgiWd II 

Rf^RTIW qn, SRf^^a R 5?r: I 

^R d^fw ^.'41d 5T Ra>T§ RRI'T^R.Il 


STUDIES OF THE PRINCE. 

{Page 26.) 

Agnipurdna, ch. 225, lays down that a prince should 
receive military training, and be made conversant with the 
moral sciences and the fine arts. 

Somadeva — (Nitivdkydmrta, XI, 4) prescribes an exten- 
sive curriculum of studies for the Prince, which includes Civics, 
Calligraphy, Mathematics, Grammar, Rhetoric, Logic, Poli- 
tics and Economics, Religion and Religious Law, the science 
of Gems, Kamasastra (erotics). Military science. Horseman- 
ship and the Management of elephants. 
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^Pl3 'T^JHHMSRnT- 

^ir ^frariT^ €iiriiirfWR^T?M^ ^ sig rrci^^: i 


THE HOUSEHOLDER NOT TO BECOME AN 
ASCETIC. 

(Page 29.) 

Sukra lays down that if an able-bodied householder 
neglects to support his family, and, deserting his parents and 
wife, becomes an ascetic mendicant, the king should manacle 
him, set him on the work of repairing roads, and out of the 
wage earned by him by such labour give one-half to the 
deserted family. 

JTER iTFiT I 

3 ^ ir?Rra: i 

Sukra, IV, i, 209-210; 229-241. 

Of the four asramas, that of the householder (grhastha) 
is praised as the best. But, as the other asramas are also 
prescribed for the Brahman, the Digests contain discussions 
of their relative importance, ending with the commendation 
of the householder’s life, e.g., Smrticandrika, Samskara- 
kanda, (Mysore edition, 1914, pp. 171-176), Samskara- 
mayiikha, (edition Bombay, 1913), pp. 64-65. 

The Vedic injunction that, as long as life lasts, the Brah- 
man should perform the Agnihotra rite, (which carries with 
it the implication of marriage, as one without a wife cannot 
perform Agnihotra) is explained away as meaning that it does 
not apply in the case of one, . who, after completing his educa- 
tion (Brahmacarya), becomes a Naisthika. 

The third ahama (Vdnaprastha) is interdicted for the 
age of Kali (Kalivarjya), e.g., Smrtydrthasara quoted in 
Anantadeva’s Smrtikaustuhha, (1909), p. 470. 
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?[TlT^TqT: ^;2TRT: tRUT ^ II 

For commendation of the householder’s life, see 
Gautama — 

Vasistha — 

^Z^ST c;^ ^TiR cN: I 

=53niTlTTSRrin ^ || 

Manusmrti — 

^^^IdN’^IRcl: 1 

’If?*! 'm: ?r ^RciR Nvrm || 

q-R ^ ?fRR JT#cr I 

^T^srm: ?r 511^ 11 

The last asrama is interdicted to Ksattriyas, and the last 
two to the Vaisya, and all except that of the householder 
to the Sudra caste. Thus, Yoga-Yajnavalkya, an ancient 
writer whose work was known in the 9th century A.D. to 
Vacaspati, is thus cited in Parasara Madhaviya. (Bombay edi- 
tion, Vol. I, Part II, p. 153.) 

3TT5RT: 1 

RW II 

See Manusmrti, III, 77 and 78 and VI, 87, 89 and 90: 

^RTf^tR ?R5RT5 i: I 
dR ’If^’THTPRT RTSfR: || 

qRR. ^RSRI?lfiRl =RRf H I 

^«l%cr II 

itlTRlt RRR^ RdRR | 

’If^RPIR^RRT: iWSRT: || 
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^^rcT^^cr; i 

Vijnanesvara cites the authority of Devala (cf. Com- 
mentary on Yajhavalkya, I, 128) for the opinion that a poor 
Grhastha is preferable to the opulent, the implication being 
that a restrained life is open to a householder as much as to 
an anchorite : 

ft ft | cl^- 

at^qcff I 

No Hindu could be outside one or other of the dsramas. 
A widower will cease to be a householder, unless he remar- 
ries, and he cannot become a Brahmacarin. Daksa (Smrti- 
candrika, Vol. I, p. 176), therefore, lays down the rule: 

3T^%Dfir ^ ftIcT ft^: 1 

ftjfT ft II 

^ ^ fT ?cr: I 

fgW'fS':irr?Tnr^-3ai: || 

Ibid.j p. 173 : 

mrawRi ^ l 
4r W ^ ^¥1^1. IR^xW: II 

qt ’IfTNitqRqTq sf^rqRt 3¥: I 
q qftq qq?q«r ¥ ^qmqqficr: n 

The emphasis laid on the meritoriousness of a house- 
holder’s life reflects the political attitude of the time and the 
reaction against ascetic religions like Buddhism. 

TENTATIVE CHARACTER OF ECONOMIC CONCLU- 
SIONS. 

{Page 34.) 

(Dr. Alfred Marshall’s Principles of Economics, First 
edition, 1890, pp. 89-90.) 

Again, the laws of economics as of other sciences are 
statements as to the effects which will be produced by certain 
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causes, not absolutely, but subject to the condition that other 
things arc equal, and that the causes are able to work out 
their effects undisturbed. On this account it has been called 
a hypothetical science, and this term has sometimes been used 
disparagingly. But every physical science is hypothetical in 
this sense. Even in a prediction of an eclipse, there is a 
suppressed condition that the solar system will not meanwhile 
have been disturbed by the explosion of one of its members, 
or the advent of a large external body. Such disturbances 
are so unlikely that astronomy is justified in taking no account 
of them; nevertheless it is based on hypothesis. In other 
sciences disturbing causes are more frequent, and therefore 
the conditioning clauses more frequent and more prominent. 
Almost every scientific doctrine, when carefully and formally 
stated, will be found to contain some proviso to the effect that 
other things are equal ; the action of the causes in question is 
supposed to be isolated; certain effects are attributed to them, 
but only on the hypothesis that no cause is permitted to enter 
except those distinctly allowed for. These conditioning 
clauses are not continually repeated, but the common sense 
of the reader supplies them for himself. In economics it is 
necessary to repeat them oftener than elsewhere, because its 
doctrines are more apt than those of any other science to be 
quoted by persons who have had no scientific training, and 
who perhaps have heard them only at second hand and with- 
out their context, and they are liable even to be deliberately 
wrested from their proper meaning for partisan purposes. 

Again, it is sometimes said that law is more universally 
true and less changeable in the physical world than in the 
relations with which economics deals. It would perhaps be 
better to say that an economic law is applicable only to a 
very narrow range of circumstances, which happen to exist 
together at one particular place and time, but quickly pass 
away. When they are gone, the law though still true as an 
abstract proposition, has no longer any practical bearing, be- 
cause the particular set of causes with which it deals are no- 
where to be found acting together without important dis- 
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turbance from other causes. Though much of the scheme of 
economic theory, much of its scientific machinery, is of wide 
application, we cannot insist too urgently that every change 
in social conditions is likely to require a new development 
of economic doctrines. 

AUTHORITY OF THE VEDA. 

{Page 40.) 

The following texts illustrate the paramount authority 
of the Veda : (a) Gautama, 1, i. 2. (“The root of Dharma is 
the Veda, as well as the conduct and recollection of those who 
know the Veda.”) 

I cTf^T I 

(b) Apaslamba, I, i. 1, 2. 

“The ultimate authority consists in the Vedas and the 
agreement of those who know Dharma.” : 

3T«TT?r: l JTOMRI 

I 

(c) Vasistha I, 4 to 6. 

“Dharma is that which is laid down by Smrti and Sruti. 
In their absence the authority for conduct is the practice of 
pure men. The pure are those who have overcome desire.” 

I RiaKR: I %g: 

3^<4)I«b^r I 

(d) Manusmrti H, 6. 

“The whole Veda is the root of Dharma and so are the 
recollection of those who understand and remember the Veda, 
the conduct of the good and one’s own instinct.” 

(e) Ydjnavalkya, I, 7. 

The Veda, the Smrti, the practice of the good, the in- 
stinct of one’s self and desire resulting from good resolutions, 
these are regarded as the root of Dharma. 
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^ mURJR: I 
jpmr II 

Vlramitrodaya, Paribhasdprakasa, p. 25 lays down the 
scale of preference among the sources of Dharma as under: 
“When there is disagreement between two Vedic texts them- 
selves, — inasmuch as w'e cannot make any distinction between 
them — they are regarded as equal in their authority, and in 
actual practice, the course laid down in these texts are re- 
garded as optional alternatives. Similarly, when there is dis- 
agreement between two Smrti texts, or between two customs, 
the same reasoning is applicable as to the case of the two Vedic 
texts. When there is disagreement between a Vedic text and 
a Smrti text, it is the former that is stronger in its authority, 
as it is independent and self-sufficient, while the Smrti, 
depending, as it does, upon the inference of the 
corroborative Vedic text is slower in its operation and as such 

weaker When there is disagreement between 

Smrti and Custom, the former is stronger in authority; be- 
cause, the Smrti derives its authority from the Veda directly, 
while the Custom presumes corroboration indirectly by the 
V’eda, through the Smrti.” 

The Vedas contain only incidental references to or state- 
ments on Dharma, but, where they occur, they form the ulti- 
mate source of authority for correct Dharma. Mr. P. V. 
Kane has collected a large number of Vedic passages on Mar- 
riage, Sonship, Inheritance, Adoption, Partition, Strldhana, 
Caste rules. Gifts, and Sraddhas, etc., in an article in the 
Journal of the Bombay branch of the Royal Asiatic Society, 
Vol. XXVI (1922), pp. 57-82, and in pp. 4-7 of his “History 
of Dharmasdstm, (1930).” 

Max Muller, “Six Systems of Indian Philosophy,” 
(1899), p. 146, shows that the infallibility of the Veda was 
one of the accepted postulates of Indian Philosophy, and even 
the Saihkhya system recognised the authority of the Veda 
calling it Sabda. Sec his remarks on Sabda (Sound) or Vak 
(Word) as the Veda or Brahman, ibid., p. 197. 
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STATE REGULATION OF PRIVATE LIVES. 

{Page 49.) 

Kautilya lays down the state’s duty to maintain the caste 
system : 

^’wri ^F31T li 

=gr 5 iH II 

The Puranas are rich in exhortations to kings to main- 
tain Varnasrama-dharma. From their character as the types 
of popular literature which were most available to the com- 
mon people, the significance of such Pur^ic exhortations is 
that the people should be educated in the belief of the neces- 
sity of the existing social order. 

Visnu-purana enunciates the obligation in the clearest 
terms. 

Brhad-dharma Purdna gives a history of social develop- 
ment to show the need to enforce caste. 

Matsya-purdna looks on a Sudra kingship with horror. 
Kurma-purdna (I, 29-30), adopting a prophetic tone, predicts 
that in the Iron Age Sudras will be exalted above Brahmans, 
and Brahmans will endure persecution at the hands of kings 
under Sudra influence. Early authorities gave the 5akas the 
status of Sudras. These exhortations to Kings to maintain the 
old Dharma probably reflect the Hindu revival in the days fol- 
lowing the overthrow of Mleccha rule, during which cows 
had been slaughtered, women and children had been massa- 
cred, Brahmanas had been killed, unlawful taxes had been im- 
posed and the personal and family rights of the subjects been 
freely invaded. {See K. P. Jayaswal — History of India, 150- 
350 A.D., J.B.O.R.S., Vol. XIX., 1933, pp. 151-2.) 


23 
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HORROR OF VARNASAHKARA. 

{Page 52.) 

The unlawful mixture of castes is referred to as Varna- 
sathkara or Varnasamvarga. Its hatefulness is signified by 
the rules laid down by Baudhayana, II, 18, Vasistha, III, 24-25 
and Manu, that one of the rare occasions in which a Brahman, 
(ordinarily prohibited from handling weapons even in play) 
is permitted to take up arms is to resist Varnasamkara, 

Vasistha, III, 24-25. , 

Baudhayana is identical with VasisAa. 

Manu, VIII, 172. 

^nr: iRa ^ 11 

The sacerdotal view of Varnasamkara is thus stated in 
Bhagavadgita, I, 41-44. 

n 

fq^Rt ^ 11 

n 

II 

Kautilya shares the traditional dislike of the mixture of 
castes, e.g., I, 3. (p. 8). 

cruri. »jpRT ^ 

ft ^ ^ =a II 
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STATUS OF WOMEN. 

{Pages 53-54.) 

The evidence of the Kdmasiifra of Vatsyayana is valuable 
and should be taken with that furnished by the Artha and 
Dharma literature, which it confirms in most respects. Dr. 
P. Peterson recognized the value of this work, traditionally 
believed to be also by Kautilya, and published in the Journals 
of the Anthropological Institute (1892, pp. 459-466) and 
Asiatic Society (Vol. XVIII) translations of the passages 
in Vatsyayana’s work dealing with the character of the vir- 
tuous matron and with courtship and marriage. An exhaus- 
tive study of the evidence in the Kdmasutra is contained in 
pp. 172-203 of Dr. H. C. Qiakladhar's “Social Life in Ancient 
India — Studies in Vatsyayana’ s Kdmasutra,” 1929. 

In 1909, the Indian Department of Ethnography pub- 
lished a pamphlet by Mr. B. A. Gupte stringing together trans- 
lations of texts from Hindu, Jain and Buddhist sources, which 
would prove the editor’s thesis ; “from the women-hating Bud- 
dhist and Jain periods, women rose steadily among the Hindus, 
and higher still among the Muhammadans.” 

The evidence in Literature is digested in J. J. Meyer’s 
comprehensive review of ‘Sexual Life in Ancient India,’ 
which is now available in an English translation. (2 Vols.) 

STATE OWNERSHIP OF LAND. 

{Page 56.) j 

The question has been discussed exhaustively by Mr. K. 
P. Jayaswal — Hindu Polity, Part II, 1924, pp. 174-183, by 
Prof. U. N. Ghoshal in his “History of the Hindu Revenue 
System”, (1929) and “Agrarian System in Ancient India,” 
(1930), and by Dr. Kishori Mohun Gupta in his “Land Sys- 
tems in South India,” 1933, pp. 99-131. Of the older views, 
that of H. T. Colebrooke is still valuable and is extracted 
below, along with a brief statement of the case against Private 
Ownership by Dr. L. D, Barnett, which appeared in a recent 
book-review., (J. R. A. S., 1931, pp. 695-696). 
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Major Wilks’s defence of the traditional view {History 
of Mysoor, 1820), not being that of an antiquarian or 
scholar, is of interest only as that of an administrator, who 
was in touch with current local belief in the untenability of 
state proprietorship view of land. 

The relevant texts are cited below. The views of 
Madhavacarya and Laksmldhara are of more than ordinary 
interest as they were ministers of powerful kings. The text 
of Katyayana is ambiguous and is translated by Mr. P. V. 
Kane, (p. 121) in a sense opposed to that in which Viramitro- 
daya has taken it. 

H. T. CoLEBROOKE, Miscellaneous Essays. 

(Madras Reprint) Vol. I, pp. 320-321. (1871). 

(The extract is from his third paper in the “Philosophy 
of the Hindus” read before the Royal Asiatic Society on 
March, 4, 1826.) 

“A question of considerable interest, as involving the im- 
portant one concerning property in the soil in India is discussed 
in the sixth lecture. At certain sacrifices, such as that which 
is called viszvajit, the votary, for whose benefit the ceremony 
is performed, is enjoined to bestow all his property on the 
officiating priests. It is asked whether a paramount sove- 
reign shall give all the land, including pasture-ground, high- 
ways, and the site of lakes and ponds ; an universal monarch, 
the whole earth ; and a subordinate prince, the entire province 
over which he rules? To that question the answer is: the 
monarch has not property in the earth, nor the subordinate 
prince in the land. By conquest kingly power is obtained, and 
property in house and field would belong to the enemy. The 
maxim of the law, that “the King is lord of all excepting 
sacerdotal wealth”, concerns his authority fof correction of 
the wicked and protection of the good. His kingly power is 
for government of the realm and extirpation of wrong; and 
for that purpose he receives taxes from husbandmen, and levies 
fines from offenders. But right of property is not thereby 
vested in him; else he would have property in house and land 
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appertaining to the subjects abiding in his dominions. The 
earth is not the king’s, but is common to all beings enjoying 
the fruit of their own labour. It belongs, says Jaimini, to 
all alike : therefore, although a gift of a piece of ground to 
an individual does take place the whole land cannot be given by 
a monarch, nor a province by a subordinate prince; but house 
and field, acquired by purchase and similar means, are liable 
to gift.” 


TEXTS. 

Jaimini-sufra, VI, 7. 3 : it I 

Sabara-svamin comments on the above siltra thus: 

<1^ 1% UTHH. ? I ff cpt ^ 

*iR%vr gqrn i ' T mr i ii;# nm — 

Jf ’jfiitqr ^ I f?r: ? cfenrr ^ 

I 3TTf ^ «r dft I fd: ? mdT 

mmr ^r^sfq ; jt 

31^ ^ 3T^ ^*13^ ^RijcTRi fmm 

^ ^ ^ TF3^r: ^irw- 

JTEI, ?T%m SIR ^ I dFITfl ^ ^ipi^ || 


Parthasarathi-misra’s words (in Sastradipika) are thus 
cited and paraphrased by Nilakantha in Vyavahara-mayukha, 
(p. 56, Gujarat Press, edn.) : 

srfmK^^nf^i^ 3 3 tpi, i nim 

5m I f^ET5q ^R1Trff5IFTT 3 ^ ^ 

I 3T5r q:w 5R'5'it ^ it ^- 

I 5TTl^HR^3n^ 3 5TTT ^ | f^!» | <0- 

I ?T^ 3 I 3T5T f^OJftmqTRRlPl^^mRT^ 

’JjtRWfe: ; f% 3 l ^ 3 ^%3tt^ 

5W5^*rq^^ II 
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Madhavacarya, Nyayamata-vistara (Anandasrama edn., 
p. 358) : 

^ iTfPjn?: i 

^ IT 55T II” 


iTfTHF^ ^Tcl^ I fcl: ? “^TSIT 

5rT5m%” up: I urn — 

jm: I prayiraS'TK'II^iIP-TTt 5^PTnTO?lfi|^ If 

I iwuTi ipr pwnu h^htitt iiTT®m 
’^iR. I artisHTRiqur ?r?TN ^ itith5ptit infp ii 


Khanda-deva {Bhatta^dipika, Mysore, ed., II, 317) : 
ur^RWTiR IT <iuTi I ^jPTuinq ^ simpnwRTZf ^ rk- 
N'T'iJ IR I 3 

^^K>l l ct I ?rur f| ^^HWffUITUiT^T’>Z^RU^ rTrafira^ g Cl?q 
^i^-5T: ^T^OIT 3®^riR. I ^T itcfT^ cfUTT 

qP3i’TTKU5\^ 3 II 

Viramitrodaya, Rdjariiii (Benares ed., p. 271) : 


4Mi^h: — 

^5^ 3 ^ iTTi^TS^qUI I 
ft?WUT ff 3 II 

ipriTi ?rf5Rirei^3. %it ^iTI h h I 

gHi?p#irJTTr5R n 

3TUTT^: I ^^prr up: I ijupi^^5equT it 

PTRT I 3T^P IJUR^TPIUP | ipiiTT STTf^TiTTJI. | trf^Pira?^ 
PTR?^ I dKfbHI«ll«'^^piT in'^ 3 ? 113 .|| 

The verse of Katyayana is cited in Laksmidhara’s 
Krtya-Kalpataru also (12th Century). See P. V. Kane’s 
Katyayana, 1931, si. 16-17, and ibid., p. 121. 

The anonymous text in favour of the State's right is cited 
by Bhattasvamin (ed, Jayaswal and Banerji-S^tri), p. 138. 
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GROUP ORGANISATIONS. 


(Plages 58-60.) 

See Gautama XI, 22-23 : — 

xmmR.’’ i 

Agriculturists, traders, herdsmen, and craftsmen form 
self-governing guilds of their own, whose corporate existence 
the king recognises. Manusmrti IV, 61, followed by later 
writers, refers to guilds (gana) of even heretics (Pasandi) : — 


A guild like the English Corporation had a perpetual suc- 
cession, and as such its property could not escheat. Even 
the appropriation of its property by the king is prohibited. 
For this, Apararka quotes the following authority from Paithi- 
nasi. 


’TR^rsOfiT ^ WmWT 5T TTSHTim I 51 fR 

“51 fR 5T?rT ^ I 

51R1: qsMiH ^r^RT 'T^ II 


The great power enjoyed by Corporations is indicated by 
the rule of Yajnavalkya (II, 192), that changes in their con- 
stitution required recognition by the King, who had to see that 
guilds did not depart from established custoni: — 

srfq R^R q R pi ^qu i MWRq I 
^ ^ 5:^ ^ II 

Kautilya frequently alludes to the powerful influence of 
guilds in his day. 

The establishment of new guilds is a potential danger 
to the State, and a possible cause of fiscal loss. These con- 
siderations may account for the rule of Sukra (I, 610-616), 
making it a penal offence to establish without State authorisa- 
tion, a new guild or company : — ■ 
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jpmrsfq ^ ^ it 

The types of groups (varga) dealt with by the Dharma- 
sastra are enumerated in the following texts : — 

Narada : 

€114 ^ fif €»n II 

Kdfyayana : 

4 =€f 4 ii 

The views of writers on Dharmasastra as to the meaning 
of the terms are summarised below : 

(a) Varga is commonly taken as a generic term for 
any group. 

(b) Samaya is a compact or charter, which forms 
the basis of the union. Smrticandrikd (III, pp. 523-4) gives 
illustrations of different types of such compacts. 

(c) Vijnanesvara, (MiVa^wa on Yajnavalkya, 
II, 192) defines it as a corporation, whose members come from 
one and the same craft : — 

STiPT: | 

He thus defines sreni as a craft-guild {silpisamuhah) . 

(d) Vrdta: Katyayana (si. 678) defines Vrata as an 
‘armed group made up of members of different castes and 
bearing different weapons’ : 

3mr: €€4€i: JT^^ar: i 

Patanjali (Mahabhasya on Pdnini, V, 2-21) explains 
Vrdta as a group composed of different castes and occupa- 
tions the members of which make a living by relying on 
their physical powers. Mr. Jayaswal {Hindu Polity, II, p. 
77.) defines Vrdta as a combination of unskilled artisans, but 
cites no authority for holding this view. 
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(f) Gana is interpreted in different ways. Katyayana 
(680) applies it to a corporation of Brahmans: — 

^ ’I”!! I 

Candesvara, equates Gana with Vr&ta, as referring to a group, 
which lives by following the military profession. 

(/) Naigama is defined by Mitdksara as a union, whose 
members accept the Veda as authority, while rejecting other- 
orthodox doctrines, e.g., Pasupatas: — 

Viramitrodaya (RdjaniH, p. 120) classes Naigamas as 
groups of ‘citizen-merchants’ (pauravanijak) . 

Madanaratna explains Naigama as ‘merchants united as a 
caravan’. This is also the interpretation of Smrticandrika, 
(III, p. 523). 

Katyayana gives Naigama a wider sense. He makes the 
test of a Naigama that it should consist of members drawn 
from a single city. 

See also R. C. Majumdar, Corporate Life in Ancient 
India, pp. 145-6 (Second edition). 

(g) Puga is defined by Katyayana (si. 679) as ‘a group 
of merchants and the like’. Vivadaratndkara takes Puga to 
mean ‘groups of persons of different castes whose means of 
living are not fixed.” 

Smrticandrika, III, p. 523, takes Puga to mean an asso- 
ciation of Elephant drivers and horse-riders. See Mooker jee’s 
Local Government in Ancient India, p. 314 (II edition). 

{h) Pdsanda. Medhatithi (on Manu, IV, 30), Vijna- 
nelvara (Yajnavalkya, II, 192), and Kulluka (on Manu, IV, 
30) define the Pasandas as those who reject the authority of 
the Veda, and as illustrations name the Buddhists and Jains. 
Smrticandrika, (III, p. 523) gives the term a wider exten- 
sion of meaning and brings under it ‘every one who rejected 
the Veda.’ 

24 
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The different senses thus seen to be assigned to the same 
terms will -indicate either that, in course of time, corporate 
organisations changed their composition and functions, while 
retaining their old class-titles, or that, in the days, when the 
later Smrtis and Digests were composed, such corporations had 
fallen into decay and the definitions of the Digest writers were 
based on vague traditions and not on contemporary observa- 
tion. 


FAMILY ACCOUNTS. 

{Page 74.) 

The Hindu wife is invested with the control of the income 
and the expenditure of the house-hold. 

Cf. Manusmrti, X, 1 1 : ' 

#;rf i 

Medhatithi explains the rule as follows: 

Vatsyayana {Kdmasutra, pp. 238 ff.) vests in the wife 
the duty of preparing the family budget for the year, and she 
is to keep accounts and distribute the money available among 
the different heads of expenditure : 

* * * 

* ’ * * 

^(p-240.) 

I (p. 241.) 

The matrons of Vatsyayana’s time, coming from middle 
and high class families, could read, write and calculate suffi- 
ciently to maintain domestic accounts and conduct correspon- 
dence. The Kdmasutra states explicitly (p. 30) that ladies of 
noble birth and of the great official families, as well as the 
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women of the town (ganika) had their wits sharpened by the 
study of the sciences : 

An illustration of the facile learning of women of the 
period of the Hindu revival, during the V^cataka period is 
furnished by the drama, Kaumudi-mahotsava, written about 
340 A.D., by a Hindu lady, “to whom Sanskrit Kavya was 
as facile a subject as to Bhasa and Kalidasa,’” practically at 
one sitting. (Jayaswal — History of India, 150 — 350 A.D., 
J.B.O.R.S., XIX, 1933, p. 95.) 

RESTRICTIONS ON SOLDIERS. 

{Page 80.) 

These are found in the later treatises only, and would 
imply that the need to impose restrictions was greater in later 
than in earlier epochs. 

Sukra interdicts all dealings between soldiers and civilians, 
and will not allow soldiers to enter villages, nor allow of their 
employment, in civil duties (see infra, p. 80). He will 
recover the cost of the soldier’s kit from the pay. 

Somadeva will also not recommend the appointment of 
soldiers to ordinary administrative posts. His reason is that 
once installed in office, the soldier will be ever ready to draw 
his sword, i.e., will not be amenable to control. 

Somadeva will exclude generals from the King’s Council. 
^loiil'^^lR''ii q I {Nitivakydmrta, p. 36) : 

safqq: qinqfq i (^ihid., p. 70). 

jrfqqq I {^Sukramti, IV, vii, 51.) 
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STATE GRANARIES. 

{Page 82.) 

The formation of central stores of grain and provisions 
generally is recommended for the alleviation of scarcity and 
of high prices, as well as for the use of the army. Kautilya, 
(p. 362) recommends the formation of such stores before the 
army is mobilised. 

The relevant texts are cited below: 


f^T:?rRcrT 1 ft Jna; II 

«^nTP^ 1 ^ 3 I 


3Tr5'5Fri ^ vrEEiT iw I 

<R5ri5 ^155: I 

{Sukranltisara, IV, ii, 50-62.) 


IRuftri 13 sTMiFT qqr qi^n i i#qp^3 

I 


3Tli ?f%l qqpRoq ^ || 

{NlHvakyamrta, XVIII, 66-70.) 
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THE KING A SERVANT OF THE PEOPLE. 

{Page 114.) 

Sukra explicitly lays down that the king has been ap- 
pointed a servant of the people by being given his share (of the 
people’s income) for his maintenance : 

STjJRi fW: I (I, 375.) 

The same point of view is enforced by the Buddhist sage 
Aryadeva in his Catussatltika, in a passage cited by Dr. U. N. 
Ghosal (Hindu Political Theories, p. 209). Replying to the 
argument that the king is the source of all undertakings, and 
that the king’s self-importance is therefore natural, Arya- 
deva exclaims, in anger: “What superciliousness is thine O 
King, thou who art a mere servant of the multitude (gana- 
dasa), and who receives a sixth part of the produce as thine 
wages.” 

Aryadeva subordinates politics to morality. 

COLA SURVEYS. 

(Pages 114-115.) 

(o) Extract from Madras Epigraphists’ Annual Report 
for 1899-1900, para. 25 ; 

“In No. 87 of 1900 the ‘rod equal to the royal foot 
which measured the (whole) world* shows that there was a 
revenue survey previous to the 6th year of the reign of Vik- 
rama-Chola and that the foot of some royal personage was 
taken as the unit or the survey. At Shiyali and at Tirunages- 
varam in the Tanjore district there are two inscriptions (Nos. 
125 of 1896 and 84 of 1897), the first dated in the 9th year of 
Kulottuhga III and the second, during the reign of Tribhuvana- 
chakravartin Konerimenkondan. Both of them refer to 
measurements of land made in the 16th year of the reign 
of Kulottunga-Choladeva Svho abolished tolls’, i.e., of Kulot- 
tuhga I (=A.D. 1086). It is very probable that the measure- 
ment referred to in the Tiruvottur inscription (No. 87 of 
1900) is the same that was made during the 16th year of the 
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reign of Kulottunga I, and consequently the term ‘royal foot’ 
{hipada) refers to the foot of Kulottunga I, which was evi- 
dently taken as the unit. It may here be remarked that this 
is not the earliest epigraphical evidence of land having been 
surveyed for purposes of revenue in ancient times. The 
inscriptions found on the walls of the Brihadisvara temple at 
Tanjore bear ample testimony to the accuracy of the revenue 
survey made prior to the time of the great Rajaraja I, (who 
ascended the throne in A.D. 984). Land as small in extent as 
11 52,428, 800, (XX) of a veli was measured and assessed to 
revenue.” 

{b) South Indian Inscriptions, II, i, p. 62, para. 11 
(Inscription of Rajaraja). 

“(The village of) Iraiyanseri in Kalarakkurram, (a sub- 
division) of the same nadu, (contains), according to measure- 
ment, twelve (measures of) land, one half, two twentieths, one 
fortieth and one three-hundred-and-twentieth ; lj320 of one 
quarter and three eightieths; and (1|320)* of three quarters 
and one twentieth. There have to be deducted three quarters 
(of a measure) of land free from taxes, two twentieths, one 
eightieth and one hundred-and-sixtieth ; ll320 of one half and 
three twentieths; (1(320)* of three twentieths, one hundred- 
and-sixtieth and one three-hundred, and- twentieth ; (1|320)® 
of three eigthtieths; and (1)320)'^ of three quarters and one 
twentieth, — consisting of the village site, the site of the houses 
(kudi-irukkai) , the Paraichcheri, the water-course (nir-odu- 
kal), (called) the Kannan channel, (and the other) charmels 
which pass through this village and irrigate other villages, the 
village thrashing-floor of this village, the ponds of this village 
and (their) banks, the sacred temple of Medavar (Mahadeva) 
in this village and (its) sacred court, and the sacred bathing- 
pond of this god. (There remain) eleven (measures of) land, 
three quarters and one hundred-and-sixtieth; 1 (320 of one half, 
two twentieths and three eightieths; (1(320)* of one half, 
two twentieths and three eightieths, (1(320)* of three quar- 
ters, four twentieths, one hundred-and-sixtieth and one three- 
hundred-and-twentieth; and (1(320)^ of (four twentieths). 
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The revenue paid as tax is one thousand and one hundred and 
sixty-nine kalam two tuni, two nari and (one) uri of paddy, 
which has to be measured by the marakkal called (after) 
Adavallan, which is equal to a rajakesari.” 

WORKHOUSES FOR WOMEN. 

(Page 145.) 

Cf. Kautiliya, II, 23, p. 114. 

atRciRW RifT ^ snwR cir: 

31^: I 
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character of functions of. 148-9. 
Status versus Contract, 61. 

Stupa, 102. 

Sukra, 13, 31, 34. 35, 38, 42, 70, 71, 
78, 88, 93, 96, 106 112, 118, 120, 
128, 149, 171, 183,187. 

Sukra : 

definition of Arthasastra, 20 ; 
on Karma, 41 ; 
on necessaries of life, 72 ; 
on the source of all wealth, 76 ; 
on villages to be protected, 79 ; 
on value, 99-2 ; 
on exchange ratio, 98. 
on labour regulations, 110-1 ; 
on ratio of state expenditure and 
state income, 119-22. 
Sukranilisdra, 12,13, 17,20,21,36, 
38, 39, 41,42, 46,47,53, 54,68, 
71,72,74, 76,77, 80,82,88,91, 
98, 102, 111,113, 119,120, 121, 
135, 138, 165, 166, 167, 168, 171, 
187, 188. 

Sutradhyaksa, 141. 

Survey and census, object of, 117. 
Svdpateyam, 21. 

T 

Tapas, 42. 

Tara, 129. 

Taxation. 

criteria of, 113-4; 

evasion of, 115; 

of land, 127 ; 

principles of, 132-4 ; 

faculty in, 134 ; 

social benefit theory of, 136 ; 

elasticity of, 137. 

T'slx * 

land, 130; 
inheritance, 129; 
profession, 129 ; 
poll, 130 ; 

on consumption, 130-1. 
Taxability, criterion of, 135. 
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Teviijasulfa, 55. 

Takfasilii, 125. 

Trade, regulation of, 95; 
foreign, 99 ; 
foreign merchants, 100. 

Trayi, 12, 13, 40. 

Trivarga : 

Vfitsyayanas conseption of, 109- 
171. 

U 

Upaveda, 12, 13, 14. 

Usanas, 25. 

U.siiry, attitude towards, 50-1. 

V 

VCicaspati, 172. 

Value, theory of according to. 
Kautilya, .Stikra and Alanusmrti, 
91-2. 

Vdnaprastha, 79, 171. 

Variitikd, 9S. 

Varga, 184. 

Varna, 38, 04. ‘ 

Varnasamkara, 48, 52; horror of 
171-179. 

Varnasamvarga, see Varnasamkara, 
Varndsrama, 38. 

Varndsramadharma, 7, 19, 43, 40 
52,81,86,145.154,155,177; 
stahilisa ion of its divisions, 08 ; 
its consequence, 69 ; 
use of the desire for distinction, 
69; 

care of wealth, 70-1. 

Varta, 11, 12, 13, 25, 31, 39, 40, 51, 
05, 77 ; 

its import, 14 ; 
its content, 14 ; 
its importance, 15-7, 30-7. 
character of treatises on, 38; 
no comprehensive Indian treatise 
on, 64. 

Vdrtam, 129 
Vartdsdstra, 11. 

Vasa, 184. 

Vasisfa, 46, S3, 57, 66, 74, 87, 102, 
108, 172, 175, 178. 

Vdstuvidyd, 39. 

Vdtsydyana, 38, 88. 

Vdyupurdna, 14, 17, 177. 

Veda, authority of the, 175-176. 
Vedanta, 13. 


Vedantadehka, 85. 

Vena, 48. 

Vetanam, 114. 

Vibhai’a, 21. 

Vidyu. 

divisions of, 12-3 ; 
and varndsrama, '38. 

Vidyas, 12, 17, 18, 25, 38, 165, 169. 
Vijnanes7eara, 173, 184. 
Viramitrodava. 19, 58, 104, 125, 170, 
182, 185. 

Vi.iCtldk.sa, 25. 

Vi.pin .Smrti,3b, 46, SO, 94, 102,108. 
Visnupurana, 17, 177. 

Visti, 30, 135. 

P'litam, 21. 

Vivadabhangaranva, 99. 
Vivadaratudkara, 36, 50, 59, 61, 93, 
94. 

Vrdta, 184, 185. 

Vrddhi, 21, 50; 

-Kdytka, 108; 

-•'akra, 108; 

P'l'kfdytirreda, 39. 

Vritti, 14. 

Vyavahdramayukha, 56, 18]. 
Vydvahdrika, 18. 

Vydvahdryam , 21. 

W 

Wealth : 

conception of, 9-10; 
old Indian view of, 1 1 ; 

Indian attitude towards,20, 22, 24 ; 
praise of, 70-1. 

Women : 
status of, 53 ; 

employment in state factories, 87 ; 
workhouses for, 145, 191. 

Y 

Yajua, 49. 

Vdjnavalkya, 16, 19, 29, 30, 40, 42, 
40, 53, 57, 80, 93, 94, 102, 108, 
_ 141, 173, 175, 183, 184. 
Yajur-veda, 14. 

Yajurveda (5ukla), 88. 

Yama, 50. 

Ydvanakdkhyamiantram, 12. 

Yoga, 134. 

Yogakfema, 134. 

Yoga-Ydjnavalkya, 172. 
Ytiktikalpataru, 39. 
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